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November 1, 2004
Mayor Bergman and City Council:

It is with pleasure that we present the Comprehensive Annual Financial Report (CAFR) for the
fiscal year ended June 30, 2004. This is the second report using the new reporting model as
prescribed by the Governmental Accounting Standards Board (GASB) in their Statement 34.

This report has been prepared by the staff of the City of Grand Haven. City Administration holds
full responsibility for the completeness and accuracy of all statements, schedules, notes and
analysis. To provide a reasonable basis for making these representations, City Administration
maintains a system of internal controls to protect City assets from theft, loss, or misuse and to
compile reliable information for the presentation of our financial statement in conformity with
generally accepted accounting principles. The costs of internal controls should not outweigh the
benefits received; therefore, the internal controls have been designed to provide reasonable
assurance rather than absolute assurance that the financial statements will be free from
material misstatement. As City Administration, we assert, to the best of our knowledge and
belief, that this financial report is complete and reliable in all material respects.

The Reporting Entity

Grand Haven was established in 1834 by Rix Robinson, a trader, who chose this location
because of its natural harbor and the opportunity to do business throughout the Grand River
valley. In 1867, Grand Haven was incorporated as a City and remains the County Seat of the
County of Ottawa (since 1838). With a population of 11,168 counted in the 2000 census, the
City of Grand Haven is the primary government for accounting purposes. In addition to the
primary government, this financial report also includes three component units:

City of Grand Haven Brownfield Redevelopment Authority,
City of Grand Haven Economic Development Authority, and
City of Grand Haven Central Business District Development Authority.




The City of Grand Haven also provides administrative and financial management under
contractual agreements with the following organizations:

* Grand Haven/Spring Lake Sewer Authority, a separate governmental unit,

* Northwest Ottawa Water Treatment Plant, a joint venture of North Ottawa local units of
government, and

¢ Ottawa County Central Dispatch Authority, a component unit of Ottawa County.

The financial reports of these latter three entities, being separate and distinct from the City of
Grand Haven, are reported elsewhere and are not included here.

The City of Grand Haven Board of Light and Power, a department of the City by its Charter and
an enterprise fund, continues its tradition of presenting its annual financial report under separate
cover. This is appropriate due to both the size and complexity of the Board’s operations and
generally accepted accounting principles. However, due to the nature of the new reporting
model as discussed below, significant information is also provided herein. For further detail not
shown herein, we recommend viewing the Board’s annual report, which is on file at both City
Hall and at the Board’s offices on Eaton Drive in Grand Haven.

Budgeting and Financial Planning

As part of the City’s financial planning process, City Council adopts an annual budget including
a five-year Capital Improvement Plan. These two documents address the City's strategy to
improve the community and to maintain the health and quality of life of the City. The budget
document provides the financial framework for planning and control as well as defines the City
Council's vision for the future. The Capital Improvement Plan provides the Council and staff
with a strategy for future major capital items and related financial resources that will be required
over the next five years to implement Council’s vision.

The budget process begins in late fall or early winter with a City Council goal-setting session.
Working as a Budget Committee, City Department Heads and the City Manager draft the budget
on a line item basis, considering capital and operational priorities separately and combining both
into a preliminary budget document. The City Manager is required by City Charter to present a
proposed budget to City Council by April 1. After a work session and a separate public hearing,
City Council adopts the City’s budget by May 15 and sets the tax millage for the new fiscal year
at the same time. Interested citizens are invited to participate in the budget planning process at
a goal-setting session and at the various work sessions and public hearings.

After the close of the fiscal year, the CAFR is prepared to report on the financial condition of the
City and the results of operations. Included in the report are budget-to-actual comparisons of
revenues and expenditures. New to the CAFR last year was disclosure of both the original
budget and the final amended budget. This disclosure continues in the current document.




Economic Condition and Outlook

Current national economic conditions, while more positive than in the last three years, continue
to present employment challenges for displaced employees and the local economy as a whole.
While Grand Haven saw the closing of a number of industries and employment reductions in
recent years, new industrial investment included Netshape and fared better here than in other
areas of the country. There are signs of continuing improvement in the industrial sector and
property values have been maintained.

While the economic climate is showing signs of improvement, the State of Michigan currentiy
faces continuing budget deficits and is considering revising the state shared revenue (renamed
community funding) structure and/or payments to partly resolve their budgetary concerns. City
Administration conservatively forecasted for Fiscal Year 2004-05, and, to date, the projections
appear to match expectations. Further cuts in State funding are possible for FY 2005-06.

City Administration recommended to City Council during the budget process that, should state
funding become less than budgeted, the City would not transfer as much funding from the
General Fund to the Public Improvement Fund. To date, no discussion with Council has been
made while we wait for further developments from the State. However, Department Heads have
already been asked to consider what operations and capital costs may be forestalled should
further reduction be necessary.

The City has successfully maintained greater than an 11% of revenue reserve in the General
Fund to address such contingencies. We believe that, assuming a short-term improvement in
the general economic conditions, the City will weather the current conditions adequately.

Fiscal Year 2003-04 Initiatives

In spite of the challenges on the revenue side, the City of Grand Haven had another successful
year in providing quality services to our citizens. The foresight of the City Council in maintaining
a healthy fund balance as noted above has permitted the City to continue to invest in the
infrastructure and capital needs of the City. During the past fiscal year, the City was able to
make significant improvements to the City including:

Public Works - Chuck Nowak, Director

Replaced Robbins Road from US-31 west (past Sheldon), including water main, sub
base, curb and pavement

Remodeled the Public Works Building and upgraded it to comply with Americans with
Disability Act regulations

Replaced the Wisconsin Street lift station and water main

The water meter replacement program began, including replacement of electronic
registers to Absolute Digital Encoders (ADE)

Eliminated a 10" sanitary sewer under US-31 north of Waverly and rerouted sewer east
in the Waverly line

Flushed 880,000 feet of sanitary sewer lines, cleaned 1,007 storm basins, staked for
over 1,000 “Miss Dig" requests




Public Safety - Dennis Edwards, Director
Raised sufficient donated funds to purchase water rescue equipment, life vests for each
sworn employee and installation of a pier safety sign at the entrance to the Grand
River/Lake Michigan Pier

Completed a traffic and parking study to be utilized in conjunction with the City Vision
Study

Nearly completed a downtown business/residential fire inspection/preplan program

Purchased tactical patrol rifles for use on regular patrol duties requiring the use of
necessary additional fire power to protect our public safety officers when needed

Continued the DARE Program in the Grand Haven schools through generous donations

Obtained through a Countywide Homeland Security Grant providing chemical and
biological respirators for each sworn officer

Started the process to purchase a Fire/EMS truck for use on medical emergencies and
water rescue calls for service; purchase expected to be completed in 2004/2005 fiscal
year

Provided a successful Fire Prevention Week open house for the citizens of Grand
Haven

City Clerk/Treasurer Office - Leah Spinner, City Clerk/Treasurer

Made City website information improvements

Directed a new ordinance book supplement

ACH Tax Payments and Receivables Implementation
Treasurer’s Monthly Report Implemented

Four Elections Conducted

Coordinated Mayor’s Exchange Participation

Coordinated the Boards and Commission Appreciation Dinner
Northwest Ottawa Municipal Cooperation Implemented

Community/Employee Appreciation Picnic and Recognition
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Community Services - Sec Garcia, Director
Replacement of the Public Safety 50 ton chiller
Resurfacing the waterfront boardwalk
Replacement of marina docks 1, 2 and 11
Remodeled the R.V. Terrill Public Works Building
City Hall and Annex roof replacements
Planning and Community Development - Erin Kilpatrick, City Planner

Several extraordinary plan reviews and approvais including:
Home Depot and outbuildings

Armory

Scholten & Fant

Grand Haven Boat Storage
Recruitment of new Planner

Master Plan Review

Applied for and received a Washington Avenue Redevelopment Grant from MEDC
$700,000

Downtown Vision Plan
Transportation Division - Julie Bildner, Director
Harbor Transit

Executed MDOT 2002-0040 Z9 in October 2003, in the amount of $101,320, for
Specialized Services. Executed MDOT 2002-0040 Z10 in October 2003, in the
amount of $140,000, for Project Zero. This contract was amended to add an
additional $70,000, bringing the final total to $210,000. The Project Zero and
Specialized Service funds are passed through to Life Services System of Ottawa
County.
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The Harbor Transit Urban budgets for FY2003 and FY2004 have been filed with
the Federal Transit Administration (FTA). Harbor Transit has recently passed
compliances for the Federal Civil Rights and Department of Labor. Total federal
Section 5307 Operating Assistance due to Harbor Transit for the 2003 & 2004
fiscal periods is $508,997.

Airport

Executed MDOT-AERO Grant in the amount of $343,000 for the construction and
construction supervision of the East-West and North-South Parallel Taxiway
project.

The Avigation Project is nearing completion. It is anticipated the tree construction
work on the final five parcels will be compieted by Spring 2005.

Human Resources - April McGrath, Director
Continued development of the Human Resources Department

Began initiatives to coordinate consistent Human Resources related practices
throughout City operations

Began employee benefits providers review for future financial and service benefits
(Jim Bonamy - Finance Director)

Completed upgrades on new financial software including integrated general ledger,
payroll, payables, purchase orders and fixed assets systems

Continued monthly financial reporting to City Council and Departments

Continued a fixed assets study in all funds to determine what assets are still being used,
to value said assets and to prepare for GASB 34 implementation due June 30, 2005

Provided support and structure to the Audit Review Committee

Continued successful presentation of City Budget and annual unqualified audits
Future Major Initiatives
In FY2003-04, City Council laid the groundwork for future plans and infrastructure, directing that
a full-time Planner be added to the City Staff and concentrating focus on infrastructure needs of
the City in a broader fashion. The first of these two goals was met in the hiring a Planning
Director and coordinating the Building Inspection division under their leadership. The Planning

Director left the City's employ in the spring of 2004; the department was reconsidered and a City
Planner was hired in July 2004.
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The second initiative began a series of discussions on infrastructure, first defining engineering
assistance to determine needed improvements, then seeking financial alternatives on when and
how to address these needs. The S.W.1.S.S. Project, (Sewer, Water, Infrastructure, Streets and
Sidewalks) was developed through the engineering resources of Fishbeck, Thompson, Carr and
Huber and is beginning to serve the City in planning and cost estimates for major priorities.
Concurrent reviews in fiscal year 2004-05 by ad hoc Planning and Finance Committees will
continue the process. The City's four-decades-long history of "pay as you go," while greatly
beneficial, efficient and fiscally conservative, leaves several large projects which need the City's
current attention.

Additional 2004 initiatives in process include combining the Hyett Paima Blueprints Study, the
Wade-Trim Transportation and Parking Study and the Downtown Visioning Study by Johnson
Hill Land Ethics Studio. These studies serve to focus on infrastructure issues downtown and
provided reconsideration of current land use and possible alternatives. Spinning off from these
initiatives include additional studies including a tax increment financing study and a waterfront
strategic planning process. Also, significant reinvestment in the downtown areas include a
$700,000 grant from the Michigan Economic Development Corporation for land acquisition for
downtown parking resulting in two confirmed redevelopments of downtown sites and two more
on the near horizon.

New Reporting Model Format

This is the second year of a new reporting format required by the Governmental Accounting
Standards Board. It will be significantly easier for readers of this document to compare
outcomes with last year's document. The format of the CAFR using GASB Statement 34
guidelines is significantly different from years before the fiscal year ended June 30, 2003. The
objective of the new model is to increase accountability of the City by providing more useful
information to a wider range of users. A few of the more significant changes include:

Certain financial information has been moved from the transmittal letter to the
Management Discussion and Analysis (MD&A). This provides a more in-depth review
and discussion of the City’s financial position. GASB Statement 34 provides very
specific guidance for topics that must be covered in the MD&A. Many of the key financial
topics are covered by the MD&A, which can be found immediately after the auditors’
opinion letter,

For the second time and continuing into the future, entity-wide statements are presented
on a full accrual basis of accounting. An initiative during Fiscal Year 2002-03 to verify all
City assets was instituted by the Finance Office with considerable assistance from all
operating departments. While not required under the GASB 34 initiative, this updated list
confirmed asset values for last year's and this CAFR and serves as the foundation for
future reports. Streets, bridges, and sidewalks have been included in the Statement of
Net Assets as capital assets which are depreciated. Long-term debt has been reported.
The full accrual method addresses overall operating results and the financial position of
the City as an economic entity, as is done in the private sector.
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In the basic financial statements, individual fund activity is disclosed for major funds.
Non-major funds are combined in one column. Reporting by major fund helps readers
focus attention on "big picture” items. As in prior years, the individual statements for
governmental type activities are reported on a modified accrual basis. This means that
all non-entity-wide statements require reconciliation schedules to the entity wide
statements.

Because of the differing basis of accounting (full accrual vs. modified accrual), numbers
will not easily trace to the entity-wide statements without the reconciliation. The modified
accrual basis accounting is the traditional method used for governmental activities. The
modified accrual method provides an easier framework for budgeting and controlling
expenditures.

Once readers understand how the new model works, the new format is anticipated to be
preferred because of the additional information available.

Independent Audit

State statute and the City Charter require an annual financial audit by an independent certified
public accountant. In May 2003, City Council selected the accounting firm of BDO Seidman,
LLP, Certified Public Accountants, who will provide auditing services for this and the next four
annual reports. In the summer of 2004, BDO Seidman, LLP sold its Muskegon office to former
BDO Seidman, LLP partners. Pridnia LaPres, PLLC provides the same auditing staff once
provided by BDO Seidman, LLP, plus, as a BDO Alliance Partner, their audit work with
supervision from BDO Seidman, LLP, will be approved and published under the BDO Seidman,
LLP letterhead.

The audit was designed to meet the requirements of the federal Single Audit Act of 1984, as
amended and related OMB Circular A-133. The auditors’ report on the fair presentation of the
financial statements, the internal controls, and compliance with legal requirements. The Federal
Awards Report is issued separately.
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Independent Auditors’ Report

To the Honorable Mayor and City Council
City of Grand Haven, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
the City of Grand Haven, Michigan, as of and for the year ended June 30, 2004, which
collectively comprise the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City of Grand Haven's management.
Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall basic financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, the discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Grand Haven, Michigan, as of June 30, 2004,
and the respective changes in financial position and cash flows, where applicable, thereof
for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

The Management’s Discussion and Analysis, budgetary comparison information and
schedule of funding progress on pages 21 through 30 and pages 78 through 81 are not a
required part of the basic financial statements but are supplementary information required
by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, we
did not audit the information and eXpress no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Grand Haven’s basic financial statements. The
combining funds statements and schedules are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining funds
statements and schedules have been subjected to the auditing procedures applied by us in
the audit of the basic financial statements and, in our opinion, based on our audit, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated
October 6, 2004, on our consideration of the City of Grand Haven’s internal control over
financial reporting and our tests of its compliance with certain laws, regulations, contracts
and grants. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

200 Bitean, LA

Grand Rapids, Michigan
October 6, 2004
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City of Grand Haven, Michigan
Management Discussion and Analysis
June 30, 2004

1) Financial Highlights
a) In all material regards, the City of Grand Haven ended the fiscal year in overall better financial

2)

position than it started the year. All funds ended the year with positive fund balance with the
exception of the Brownfield Redevelopment Authority Fund, a component unit fund. The Health
Benefits Fund, an internal service fund, significantly improved its net assets position during the
year, ending the prior year's deficit. General Fund total expenditures finished under budget.
Overall debt was higher due to completion of a series of Instaliment Purchase Agreements with
Fifth Third Bank to fund the purchase of GrandWater project property being greater than
payments on principal for the year. Net assets were revaiued in the proprietary funds during the
previous fiscal year to meet actual holdings and GASB requirements for June 30, 2003. No
further revaluing in proprietary funds is expected except for current year changes. The City will
complete its governmental assets GASB requirements by June 30, 2005 as required.
Governmental activity net assets totaled $27,109,595.

Business-type activities net assets totaled $27,242 823,

Total expenses for governmental activities totaled $8,170,315.

Total expenses for business-type activities totaled $29,679,983. :

The General Fund is healthy as net assets increased by $104,354. Year end net assets for the
General Fund totaled $1,933,830, up from $1,829,476 at June 30, 2003.

The Brownfield Redevelopment Authority Fund deepened its fund deficit position of $494,416 as
of June 30, 2003 to $1,285,594 as anticipated due to additional pre-development costs during the
fiscal year. This deficit will continue until a Brownfield Tax Increment Financing Bond is approved
and reimburses the costs (currently paid from funds borrowed on an interfund loan basis from the
Public Improvement and Economic Development Corporation Funds. A bond proceeds
reimbursement resolution related to these issues was adopted by City Council in March 2003)
The Health Benefits Fund deficit net assets balance position of $111,394 on June 30, 2003 was
replaced with positive net assets of $153,694 on June 30, 2004, due to increased charges and
reduced expenditures applied to operating funds sufficient to cover costs.

Overview of Financial Statements

a)

b)

Overall financial picture.
The financial statements provide two views of the City’s financial position. At the broadest
level, also called the Government-wide statements, the statements summarize all City funds
into one statement using the full accrual method of accounting. This method of accounting is
similar to private sector accounting.
i) Statement of Net Assets
The Statement of Net Assets provides information on assets, liabilities and the difference
between assets and liabilities, or net assets. Over time, increases and decreases in net
assets can serve as a barometer of financial heaith. A trend of increasing net assets is
viewed as a sign of improving condition. The Statement of Net Assets is similar to a
balance sheet in private sector accounting.
ii) Statement of Activities
The Statement of Activities explains the change in net assets through revenue and
expense analysis and comparison. All changes in net assets are reported as the change
occurs. This means the statement includes depreciation on the assets. The statement
does not report any capital projects. Capital projects are reported on the Statement of
Net Assets.

Fund Focus
Traditional governmental accounting focused on individual governmental funds. These funds
have not disappeared. As in the former financial model, a fund is defined as a group of
related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. Funds are used to ensure compliance with finance-related
legal or regulatory compliance. Funds are classified as either governmental funds, proprietary
funds or fiduciary funds.
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City of Grand Haven, Michigan
Management Discussion and Analysis
June 30, 2004

i) Governmental Funds

Governmental funds are essentially equal to governmental activities except that internal
service funds are proprietary funds included in governmental activities. Internal service
funds are not governmental funds. Governmental funds use a modified accrual basis of
accounting and focus on near-term inflows and outflows of spendable resources and the
balances of spendable resources. In the governmental funds statements, accounting for
items such as capital outlay, depreciation, debt payments, and accrued vacation is different
than in the government-wide statements. In governmental funds, capital outlay and debt
principal are reported on the Staternent of Revenues, Expenditures and Changes in Fund
Balance. Depreciation is not recorded. The rule for reporting accrued vacation is more
restrictive. The Balance Sheet for governmental funds does not include any capital assets
or long-term debt.

(1) Major Funds
Under GASB Statement 34, the focus has shifted from the governmental fund type
to a major funds emphasis. Major funds are the largest funds in terms of assets,
liabilities, revenues or expenses/expenditures. Greater detail is presented in Major
Funds. For the City of Grand Haven, the foliowing funds meet this major funds
requirement;

e General Fund
¢ Public Improvement Fund
e Board of Light and Power Fund

Note that the Board of Light and Power Fund issues its own annual financial report.
Detail regarding its operations not found in this report may be found in that
separate report.

(2)  Non-major funds
In the basic financial statements, the remaining funds are considered non-major
funds and are consolidated into one column. These are smaller, less active funds.
Detailed information about non-major funds can be found after the Notes to the
' Financial Statements.

i) Proprietary Funds
Proprietary funds use the full accrual method of accounting for both government-wide
statements and fund level statements. There are two types of proprietary funds.

(1)  Enterprise funds are used to report business-like activities. In general, these funds
charge a fee for goods or services provided. Also, the fee is expected to recover the
cost of providing the goods or services. The City of Grand Haven uses enterprise
funds for water distribution, wastewater collection, transit, marina, airport and the
Board of Light and Power (BLP). The BLP fund qualifies as a major fund as noted
above.

(2) Internal service funds provide goods or services to other city activities or functions.
Internal service funds facilitate cost allocation of centralized services such as vehicle
maintenance; heaith benefits; liability, property and auto insurance; worker and
unemployment compensation; and claims administration. The City of Grand Haven
has three internal service funds, the Motorpool Fund, the Self Insurance Fund and
the Health Benefits Fund.
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City of Grand Haven, Michigan
Management Discussion and Analysis
June 30, 2004

i) Component Units

The City of Grand Haven'’s Comprehensive Annual Financial Report (CAFR) includes three
component units. Component units are separate legal entities for which the City of Grand
Haven has some level of financial accountability. Component units are shown in a
separate column. The City of Grand Haven's component units include the Brownfield
Redevelopment Authority, the Economic Development Corporation and the Central
Business District Development Authority. More information about the component units can
be found in the notes to the financial statements.

¢) Notes to the Financial Statements
Immediately after the government-wide financial statements are the Notes to the Financial
Statements. The Notes are an integral part of the financial statements. The Notes contain

many additional disclosures about the financial health of the City.

3) Financial Analysis

a) Net Assets

The Statement of Net Assets provides an overview of the City's assets, liabilities and net
assets. As mentioned above, this can provide a good indicator of the City’s fiscal health over

time. A comparative anal

requirements.

Below is a summarized version of the Statement of Net Assets:

City of Grand Haven, Michigan

ysis of government-wide data is presented pursuant to GASB

Net Assets
As of June 30, 2004 As of June 30, 2003
Business- Business-
Governmental Type Governmental Type
Activities Activities Total Activities Activities Total
Current and
other assets $ 12,034,783 $ 39,223,707 $ 51 258,490 $ 10,720,359 $ 41,796,721 $ 52,517,080
Capital assets 20,681,583 60,209,227 80,890,810 18,535,065 58,252 526 77,787,591
Total Assets 32,716,366 99,432,934 132,149,300 29,255 424 101,049,247 130,304,671
Long-term debt 3,625,388 61,602,721 65,228,109 2,145,656 64,857,165 67,002,821
Other liabilities 1,981,383 10,587,390 12,568,773 1,813,015 8,626,790 10,439,805
Total Liabilities 5,606,771 72,190,111 77,796,882 3,958,671 73,483,955 77,442 626
Net assets invested
in capital assets,
net of related
debt 17,670,665 14,973,465 32,644,130 17,813,159 15,141,685 32,954,844
Restricted 1,957 457 3,771,474 5,728,931 1,194,696 3,825,547 5,020,243
Unrestricted 7,481,473 8,497,884 15,979,357 6,288,898 8,598,060 14,886,958

Total Net Assets

$ 27,109,595 $ 27,242 823 $ 54,352,418 $ 25,296,753 $ 27565292 $ 52,862,045

The total net assets of the City are $54,352,418.
totals $166,481,5886, of which $85,590,776 is deprec
the City’s investment production and treatment sy
$5,728,931 is restricted. The City has $15,979,357 i
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Changes in Net Assets
i) Governmental Activities Highlights

The following table shows how activities effect changes in net assets during the

City of Grand Haven, Michigan
Changes in Net Assets

As of June 30, 2004

fiscal year.

As of June 30, 2003

Business- Business-
Governmental Type Governmental Type
Activities Activities Total Activities Activities Total
Revenues
Program revenues
Charges for
services $ 1,448,163 $ 26,707,607 $ 28,155,770 $ 1,426618 $ 27,668,559 $ 29,095,177
Grants and
contributions 927,268 1,205,159 2,132,427 1,700,984 1,662,920 3,363,904
General revenues
Property taxes 6,119,292 - 6,119,292 5,754,948 - 5,754,948
Federal and
state
contributions 1,113,365 - 1,113,365 1,201,815 - 1,201,815
Investment
earnings 140,567 352,816 493,383 203,201 755,095 958,296
Other 197,649 1,188,700 1,386,349 304,056 43,128 347,184
Total Revenues 9,946,304 29 454 282 39,400,586 10,591,622 30,129,702 40,721,324
Expenses
General
government 2,552 596 - 2,552 596 2,512,306 - 2,512,306
Public safety 3,214,168 - 3,214,168 2,952,182 - 2,952,182
Public works 1,711,129 - 1,711,129 1,258,042 - 1,258,042
Culture and
recreation 662,969 - 662,969 606,189 - 606,189
Board of Light
and Power - 24,502,571 24,502,571 - 25,349,762 25,349,762
Other proprietary
funds - 5,177,412 5,177,412 - 2,955,499 2,955,499
Total Expenses 8,140,862 29679,983 37,820,845 7,328,719 28,305,261 35,633,980
Change in net assets
before transfers 1,805,442 (225,701) 1,579,741 3,262,903 1,824 441 5,087,344
Transfers (26,600) - (26,600) (27,000) - (27,000)
Increase
(Decrease) in
Net Assets 1,778,842 (225,701) 1,553,141 3,235,903 1,824,441 5,060,344
Net Assets,
beginning of year 25,330,753 27,468,524 52,799,277 22,060,850 25,740,851 47,801,701
Net Assets,
end of year $ 27,109,595 §$ 27,242,823 § 54,352,418 $25296,753 $ 27,565,292 $ 52,862,045
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(1) Revenue sources and changes

Total revenue from all sources totaled $39,400,586 of which $9,946,304 was from
governmental activities and $29,454,282 was from business-type activities. Total
revenue from governmental activities is $9,946,304, of which 61.52% or $6,119,292
is from property taxes. The millage rate remained unchanged from the prior year.
Another 11.19% or $1,113,365 in revenue was from unrestricted state shared
revenue. 14.56% or $1,448,163 of governmental activities revenue was funded
through charges for services.

(2) Expenses and expenditures changes

(a) Overall cost
Using a full accrual basis of accounting, the City of Grand Haven spent $8,140,862
on governmental activities. From this perspective, the City depreciates capital
assets including infrastructure such as streets and sidewalks. The expenses
shown do not include new capital assets such as GrandWater properties. The City
spent $3,214,168 on public safety or 39.48% of the budget. General government
was the next largest item with $2,552,596 or 31.36% of the budget. Public works
activities totaled $1,711,129 or 21.02% of the budget and cuiture and recreation
expenses totaled $662,969 or 8.14% of the budget.

(b) Operating transfers
Significant transfers of funds between governmental funds occurred during the
year. Transfers out of the General Fund totaled $1,292,726, the greatest portion of
these being transferred into the Public Improvement Fund within the total of
$1,030,726. These transfers occur on an annual basis, but for clarity of reporting
are noted here.

ii) Business-Type Activities — Highlights

Business-type activities show a decrease in net assets of $225,701 from revenues of
$29,454,282. The largest source of revenue was from charges for services of $26,707,607
or 90.67% of revenues for business-type activities. Charges for services of non-major
proprietary funds are further detailed as follows:

o  Wastewater $1,379,898
e Water 1,149,262
e Transit 284,055
e Marina 259,274
e Airport 102,544

As the Board of Light and Power produces its own audited annual financial report, further
information on their activities may be obtained from that document.

Wastewater and water are the largest business-type activities after the Board of Light and
Power at $1,413,021 and $1,424,140 in expenses, respectively.

(1) City Water (Distribution)

The City Water Fund is a capital intensive activity. In recent years, the fund has been
showing an increase in net assets, but it is showing a slight decrease in cash flow
anticipated by the current water rates and various capital projects. The City's
SW.LS.S. infrastructure project includes water distribution line replacement to
determine whether the current “pay as you go” policy is sufficient for future needs.
New meter reading technology is also under consideration. The FY2004-05 budget
includes funds to study the water distribution system and to determine the best
method of managing future system maintenance. With the continuing implementation
of new regulatory requirements for selected water treatment systems, capital needs
for the fund will be increasing.
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Note that this fund handles only the distribution of water to City of Grand Haven
customers and purchases its treated water from the Northwest Ottawa Water
System (NOWS) Fund, a joint venture of Northwest Ottawa communities. Note
also that the NOWS Fund is working on south intake system issues and
anticipates a substantial increase in the size of the water plant within five years.

(2) City Sewer (Coliection)

The City Sewer Fund has a sufficient cash position at $193,629. With operating
revenues of $1,409,304, the fund had a decrease of $7,996 in net assets. The
fund has sufficient reserves to meet its cash flow and capital needs for the
immediate future; however, should larger projects be warranted, the City may
need to consider borrowing to attain the funding. City Administration, through the
S.W.I.S.S. project under the direction of City Council, is looking at major
infrastructure projects including wastewater collection lines to determine whether
the current “pay as you go” policy is sufficient for future needs. The FY2004-05
budget includes funds to study the system and determine the best method of
managing future collection system maintenance.

(3) Harbor Transit
The City owns and operates a demand-response bus system, funded by a
combination of bus fares, property taxes and grants from state and federal
partners. Major capital assets are usually purchased with grants from the State
and Federal governments. The Harbor Transit Fund has $310,519 in cash and
investments.

The biggest challenge facing the transit system is the City’s entry into direct
Federal aid for operations which includes a revised capital component. As the
City of Grand Haven is now part of the Muskegon Metropolitan Statistical Area
pursuant to the 2000 Census, coordination with the Muskegon Municipal
Planning Organization is crucial to maintaining and advancing transportation
needs for the City and North Ottawa area residents. City elected officials and
management continue to work with our elected officials in Lansing to maintain the
current reimbursement formula.

During the fiscal year, the City received notice from Spring Lake Township that
the services provided to the Strawberry Point area would be discontinued by
June 30, 2004. This small reduction in service area will not greatly affect Harbor
Transit funding or expenditures.

(4) Marina

Fiscal needs of the Marina Fund are consistent with infrastructure assets
reaching the end of their useful life, especially docks. City Administration is
considering alternatives to and funding from the State and other agencies for
renovating the Marina and extending the useful life of current assets. The FY
2004-05 Budget anticipates the repair of two docks using local funds: however,
local resources do not meet the need for complete dock replacement on their
own.
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(5) Airport
The Airport Fund continues to pay on its newest hangars and remains in a positive
position. The avigation easement project continued during the fiscal year with the
remaining easement agreements arrived at through arbitration. Operationally, the
airport remains viable, but revenue closely matches expenditures. The increase in
net assets noted in this report is largely grant funding provided for the avigation
easements.

Under consideration is the construction of a three-unit commercial hangar structure
costing approximately $800,000, funding coming from State (2 and1/2%) and Federal
(95%) sources. Construction could occur in the Spring of 2005 pending City Council
approval.

4) Financial Analysis of Individual Funds

(1) General Fund

The General Fund had revenues of $8,823,101 and $7,415,797 in expenditures.
The expenditures represent reductions against final budgets anticipated. Net
transfers to other funds and component units were $1,302,950, the largest going to
Public Improvement Fund and Major and Local Streets Funds, pursuant to millage
receipts and direction of City Council. Net assets increased by $104,354. While
there were a few adjustments to the original General Fund budget, the final budget
did not increase from the original budget, anticipating revenue shortfalls, primarily
from State sources. General Fund expenditures overall (excluding operating
transfers out) were within budget.

For FY 2004-05, City Council's budget resolution requires City Council approval of
cumulative transfers over $1,000 in General Fund line items and provided
department-level total approval in that Fund. The remaining Funds have been
approved on a “whole fund” basis.

(2) Public Improvement Fund
The Public Improvement Fund posted revenue of $106,801 and expenditures of
$2,281,594. Net transfers to other funds totaled $174,085 while transfers to the
Public Improvement Fund totaled $1,030,726. Also, the Public Improvement Fund
received $1,662,777 in proceeds from issuance of long-term debt to purchase
property for the GrandWater project area.

(3) Board of Light and Power Fund
As the Board of Light and Power produces its own audited annual financial report,
further information may be obtained from that document.

5) Capital Assets and Debt Administration
a) Capital assets
i) Summary of capital assets
The City of Grand Haven has $80,890,810 invested in capital assets net of depreciation,
$20,681,583 under governmental activities, and $60,209,227 in business-type activities.
The major investments are in Major and Local Streets under the governmental activities
and in property, plant and distribution/collection systems within the Board of Light and
Power, City Sewer and City Water Funds. Capital assets include all purchases of assets
that exceed $1,000 and have an expected useful life greater than one year. Capital
assets includes: land, land improvements, streets, sidewalks, buildings, equipment and
utility systems such as the J. B. Sims (electric generation) plant and electric, water and
sewer lines. The City uses straight line depreciation for all depreciable assets.
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Some of the major capital purchases during the year included:
» Purchase of property within the GrandWater project area through instaliment
purchase agreement proceeds
¢ Continuing investment in street resurfacing, water and sewer line maintenance and
replacement

For more complete information please see Note 4 in the Notes to the Basic Financial
Statements elsewhere in this document.

ify Discussion of future plans
Annually, the City Council considers and publishes a five-year Capital improvement Plan.
The Plan lists all major capital items that the City Council, various City Boards and staff
envision will be needed over the next five years. Listed major projects for the next two
years include:

Continuing pre-development costs for GrandWater project

Payments on ladder truck and land acquisitions loans

Parks, infrastructure and building repairs and maintenance
Computer technology improvements, primarily replacements of
hardware and software maintenance and upgrades

6) Debt
a) Summary of debt

The City of Grand Haven had $65,228,109 in debt outstanding as of June 30, 2004. During
the fiscal year, the City issued debt in the form of a Master Installment Purchase Agreement
for the purchase of property to be included in the GrandWater development. While the total
approved agreement was written for $3,200,000, payable over six years, the City accessed
$894,769 prior to June 30, 2003 and $1,662,777 by June 30, 2004. The total debt anticipated
is $2,557,546. In addition, the City signed a Core Communities Initiative loan with the State
for $250,000, payable over 14 years. Both of these debts were issued for the purchase of
property in the GrandWater project area.

b) Anticipated debt
The City's current bonded indebtedness is anticipated to increase during coming years. The
S.W.I.8.S. project analysis shows over $21,000,000 in high priority improvements. Planning
for downtown and waterfront improvements may require tax increment financing outside of
the SW.I.S.S. project, at present unknown as to total cost. Also, upon sale of GrandWater
property to a private developer, the Brownfield Redevelopment Authority plans to issue tax
increment financing based on future tax revenue from the area.

Note 5 of the notes to the financial statements offers more detailed information on debt and
other obligations.

7) Economic Forecast
a) The City of Grand Haven has three main sources of revenue. These include property taxes,

utility charges, and state shared revenue. The economic forecast for the community is dependent
on these three revenues, as discussed below.
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Tax Base

The annual change in taxable value and state equalized value of the City is closely
tracked through the Assessing Division. The following table shows property values for the
past three years as well as the property valuation that will be used in the FY2004-05
property tax calculations. State Equalized Value (SEV) is the Assessor’s estimate of 50%
of market value (also calied “true cash” value). Property taxes are caiculated on taxable
value, not SEV.

Pursuant to 1994's Proposal A and related legislation, annual taxable value growth is
capped, by state constitution, to 5% or the rate of inflation, whichever is less. In the year
when property sells, the taxable value becomes uncapped and equal to SEV.

In future years, significant improvements to taxable value and SEV will include the
GrandWater project and various commercial, industrial and residential additions. Some
reduction in taxable value has occurred with various business and industrial closings
during the fiscal year herein reported.

City of Grand Haven, Michigan
State Equalized Values

Fiscal Year Real Personal IFT Total
2000-01 $ 360,958,800 $ 59,146,800 $ 39,583,200 $ 459,688,800
2001-02 383,610,600 60,145,950 36,685,750 480,442,300
2002-03 411,835,550 57,828,500 37,219,850 506,883,900
2003-04 437,722,500 53,786,150 31,232,000 522,740,650
2004-05 459,525,400 57,125,500 29,358,750 546,009,650

City of Grand Haven, Michigan
Taxable Value
Fiscal Year Real Personal IFT Total
2000-01 $ 314,012,382 3% 50,146,800 $ 39,242,970 412,402,152
2001-02 332,895,523 60,145,950 36,246,428 429,287,901
2002-03 353,703,339 57,828,500 36,814,619 448,346,458
2003-04 366,985,988 53,786,150 30,952,250 451,724,388
2004-05 387,279,063 57,125,500 29,194 212 473,598,775

State Shared Revenue

State shared revenue is the second largest source of revenue for the General Fund. |

represents 11.19% of General Fund revenue.
components and based on the State sales tax rate of 6%.
is based on the former 4% sales tax. This
The statutory component is based on the a
can be adjusted by the state legislature.

dependent on the collection of the state
diminish, the revenue stream is reduced.
revenue may increase, although in recent
maintained. Therefore, the Cit
the overall State of Michigan
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State shared revenue is made of two

The constitutional component

portion cannot be adjusted by the legislature.
dditional 2% added to the state sales tax and

In both components, the overall distribution is

sales taxes.

When the economy and sales
When the economy and sales improve,
years, there has been a substantial reduction
y of Grand Haven’s General Fund is partially dependent on
economy.
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In preparing the annual budgets, City Administration uses the Michigan Department of
Treasury's estimates as published on their web site. Current forecasts of state shared
revenues show decreases in revenue from FY1998-99 forward. Management believes
that the FY2004-05 budget was prepared with recognition of the softening economy and
anticipates further reduction of the statutory portion. The current fund balance will enable
the City to weather any likely reductions in FY2004-05 state shared revenue: however,
conservative estimates for the future will likely be needed.

iii) Utility Charges for Services
From an entity-wide perspective, utility charges for services are the third major revenue
source. Utility service sales are affected by the economy and by the weather for
residential customers and by the general economic conditions of local industries. For the
FY2003-04 budget, City Administration forecasted that units of sales will be roughly
equal to FY2002-03 volumes.

8) Contacting the City’s Financial Management Staff

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the City’s finances and to show the City’s accountability for
the money it receives. If you have questions about this report or need additional financial
information, contact us at 519 Washington Avenue, Grand Haven, Michigan 49417, or call us at
616 842-3210, or e-mail us at the addresses noted below:

Patrick McGinnis James P. Bonamy, CMFA

City Manager Finance Director

pmeginnis@grandhaven.org jbonamy@grandhaven.org
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Primary Government

Governmental Business-Type

June 30, 2004 Activities Activities Total
Assets
Cash and cash equivalents $ 8,955,557 $ 22,001,225 $ 30,956,782
Receivables:
Accounts 386,916 2,765,590 3,152,506
Intergovernmental 1,274,874 439,842 1,714,716
Assessments 150,286 54,792 205,078
Interest - 18,935 18,935
Prepaid items 87,416 62,202 149,618
Internal balances 1,137,236 (104,883) 1,032,353
Inventory 42,498 3,920,677 3,963,175
Restricted assets (Note 1) - 9,541,879 9,541,879
Capital assets, net of accumulated depreciation (Note 4) 20,681,583 60,209,227 80,890,810
Deferred charges - 523,448 523,448
Total Assets 32,716,366 99,432,934 132,149,300
Liabilities
Payables:
Accounts 702,161 2,157,959 2,860,120
Intergovernmental - 24,146 24,146
Accrued liabilities 100,139 899,001 999,140

Current liabilities payable from restricted assets (Note 1) 5,770,405 5,770,405

Long-term debt (Note 5):

Due within one year 749,923 65,603 815,526
Due in more than one year 2,875,465 61,537,118 64,412,583
Unearned revenues 1,179,083 1,735,879 2,914,962
Total Liabilities 5,606,771 72,190,111 77,796,882
Net Assets
Investment in capital assets net of related debt 17,670,665 14,973,465 32,644,130
Restricted for;
Capital projects 475,800 - 475,800
Debt service 210,424 3,771,474 3,981,898
Perpetual care 1,271,233 - 1,271,233
Unrestricted 7,481,473 8,497,884 15,979,357
Net Assets $27,109,595 $ 27242823 $ 54352.418
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“

Component Units

Central Business

Economic District Brownfield
Development Development  Redevelopment
Corporation Authority Authority
§ 34911 555,473 $ 90,386
442 465 - (1,334,475)
477,376 55,473 (1,244,089)
682 4,331 41,505

10,000 - -
20,000 - -
30,682 4,331 41,505
446,694 51,142 (1.285,594)
$446,694 $51,142 $(1,285,594)

The accompanying notes are an integral part of this statement.
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Program Revenues

Operating Capital
Charges for Grants and Grants and
Year ended June 30, 2004 Expenses Services  Contributions Contributions Total
Primary Government
Government activities:
General government $ 2,552,596 $ 1,228,152 $ - $81,565 $ 1,309,717
Public safety 3,214,168 30,994 - - 30,994
Public works 1,711,129 189,017 845,703 - 1,034,720
Culture and recreation 662,969 - - - -
Debt service:
Interest 29.453 - - - -
Total Government Activities 8,170,315 1,448,163 845,703 81,565 2,375,431
Business-Type Activities
Board of Light and Power 24,502,571 23,503,168 - - 23,503,168
Other proprietary funds 5,177,412 3,204,439 1,205,159 - 4,409,598
Total Business-Type Activities 29,679,983 26,707,607 1,205,159 - 27,912,766
Total Primary Government $37,850,298 $28.155.770 $2,050,862 $81,565 $30,288,197
Component Units
Economic Development
Corporation $ 3372 § - $ - 3 -8 -
Central Business District
Development Authority 77,479 - - - -
Brownfield Redevelopment
Authority 791,321 - - - -
Total Component Units $ 872,172 § - $ - $ - 3 -
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General Revenues
Taxes
Grants and contributions not restricted
to specific programs
Interest income
Miscellaneous
Transfers

Total General Revenues, Special
Items, and Transfers

Change in Net Assets
Net Assets, beginning of year, as restated

(Note 16)

Net Assets, end of year




City of Grand Haven, Michigan

Statement of Activities

“

Component Units

Net (Expense) Revenue and Changes in Net Assets

Primary Central Business
Government Economic District Brownfield
Business-Type Development Development  Redevelopment
Governmental Activities Total Corporation Authority Authority
$ (1,242,879) $ - $(1,242,879) $ - 5 - $ -
(3,183,174) - (3,183,174) - - -
(676,409) - (676,409) - - -
(662,969) - (662,969) - - -
(29,453) - (29,453) - - .
(5,794,884) - (5,794,884) - - -
- (999,403) (999,403) - - -
- (767,814) (767.814) - - -
- (1,767,217)  (1,767,217) - - -
(5,794,884) (1,767.217) _ (7,562,101) - - -
- - - (3,372) - -
- - - - (77,479) -
- - - - - (791,321)
- - - (3,372) (77,479) (791,321)
6,119,292 - 6,119,292 - 51,396 -
1,113,365 - 1,113,365 - - -
140,567 352,816 493,383 2,431 12,365 143
227,102 1,188,700 1,415,802 4,025 1,439 -
(26,600) - (26,600) 11,600 15,000 -
7,573,726 1,541,516 9,115,242 18,056 80,200 143
1,778,842 (225,701) 1,553,141 14,684 2,721 (791,178)
25,330,753 27,468,524 52799277 432,010 48,421 (494,416)
$ 27,109,595 $27,242,823 $ 54,352,418 $446,694 $ 51,142 $(1,285,594)

The accompanying notes are an integral part of this statement




City of Grand Haven

Governmental Funds
Balance Sheet

—

Public Non-Major Total
General Improvement Governmental Governmental
June 30, 2004 Fund Fund Funds Funds
Assets
Cash and cash equivalents $1,679,883 $2,153,602 $3,450,299 $ 7,283,784
Due from other governments 241,032 880,000 152,675 1,273,707
Receivables:
Accounts 252,868 765 16,331 269,964
Assessments 4,420 - 145,866 150,286
Due from other funds (Note 6) 104,622 - 17,248 121,870
Due from component units 12 892,000 - 892,012
Inventory 32,331 - - 32,331
Total Assets $2,315,168 $3,926,367 $3,782.419 10,023,954
Liabilities
Accounts payable $ 157,569 $ 176,264 $ 164,199 498,032
Deferred revenue 152,997 880,000 146,086 1,179,083
Due to other funds (Note 6) 70,772 12,621 29,184 112,577
Total Liabilities 381,338 1,068,885 339,469 1,789,692
Fund Balances
Reserved for debt service - - 210,424 210,424
Reserved for capital projects - 475,800 . - 475,800
Reserved for endowments - - 1,271,233 1,271,233
Unreserved:
Designated for various projects - 2,381,682 - 2,381,682
Undesignated 1,933,830 - 1,961,293 3,895,123
Total Fund Balances 1,933,830 2,857,482 3,442,950 8,234,262
Total Liabilities and Fund Balances $2.315,168 $3,926,367 $3,782,419

Amounts reported for Governmental Activities in the Statement of Net Assets are different because:
Capital assets used for governmental activities are not current financial resources and,
therefore, are not reported in the Governmental Funds Balance Sheet. 19,102,373
Internal Service Funds are used by management to charge the costs of certain activities, such
as insurance and equipment leasing to individual funds. The assets and liabilities of the
Internal Service Funds are included in the governmental activities in the Government-

Wide Statement of Net Assets 3,398,348
Long-term liabilities are not due and payable in the current period and, therefore, they are not
reported in the Governmental Funds Balance Sheet (3,625,388)
Net Assets of Governmental Activities $27,109,595
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Governmental Funds
Statement of Revenues, Expenditures and

Changes in Fund Balance

Public Non-Major Total
General Improvement Governmental Governmental
June 30, 2004 Fund Fund Funds Funds
Revenues
Taxes $ 6,119,292 $ - $ - $ 6119292
Special assessments levied - - 43,800 43,800
Licenses and permits 505,285 - - 505,285
State sources 1,113,365 81,565 845,703 2,040,633
Charges for services 841,080 - 27,004 868,084
Fines and forfeitures 30,994 - - 30,994
Interest, penalties and rent 99,762 12,929 27,876 140,567
Miscellaneous revenue 113,323 12,307 101,472 227,102
Total Revenues 8,823,101 106,801 1,045,855 9,975,757
Expenditures
General government 2,621,712 59,077 - 2,680,789
Public safety 3,347,572 - - 3,347,572
Public works 799,806 - 984,045 1,783,851
Culture and recreation 646,707 - - 646,707
Interest - - 29,453 29,453
Capital outlay - 2,222,517 170,344 2,392,861
Debt service - - 142,628 142,628
Total Expenditures 7,415,797 2,281,594 1,326,470 11,023,861
Revenues Over (Under) Expenditures 1,407,304 (2,174,793) (280,615) (1,048,104)
Other Financing Sources (Uses)
Proceeds from issuance of long-term debt - 1,662,777 - 1,662,777
Transfers in 16,376 1,030,726 569,745 1,616,847
Transfers to component units (26,600) - - (26,600)
Transfers out (1,292,726) (174,085) (150,036) (1,616,847)
Total Other Financﬂgi)urces (Uses) (1,302,950) 2,519,418 419,709 1,636,177
Revenues and other sources over
expenditures and other uses 104,354 344,625 139,094 588,073
Fund Balance, beginning of year 1,829,476 2,512,857 3,303,856 7,646,189
Fund Balance, end of year 3 1,933,830 $ 2,857,482 $3,442,950 $ 8,234,262

The accompanying notes are an integral part of this statement.
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City of Grand Haven, Michigan

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds to the
Statement of Activities

Year ended June 30, 2004

Net Change in Fund Balances — Total Governmental Funds $ 588,073

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Capital outlay 2,392,861
Depreciation expense (150,988)
2,241,873

The repayment of long-term debt consumes current financial resources
but does not affect net assets. 142,628

The issuance of long-term debt provides current financial resources but
does not affect net assets. (1,662,777)

The accrual of compensated absences does not consume current financial
resources but does reduce net assets; therefore, they are not reported

in governmental funds. 6,417

The net revenue of certain activities of internal service funds is reported
with governmental activities. 462,628
Change in Net Assets of Governmental Activities $ 1,778,842

The accompanying notes are an integral part of this statement.
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City of Grand Haven, Michigan

Proprietary Funds
Statement of Net Assets

“

Governmental
Activities
Other
Board of  Non-Major Internal
Lightand  Proprietary Service
June 30, 2004 Power Funds Total Funds
Assets
Cash and cash equivalents $18,459,519 § 3,541,706 $ 22,001,225  $1,671,773
Due from other governments - 439,842 439,842 1,167
Receivables:
Accounts 2,007,799 757,791 2,765,590 116,952
Assessments - 54,792 54,792 -
Interest 18,935 - 18,935 -
Prepaid items 62,202 - 62,202 87,416
Due from other funds (Note 6) - 9,022 9,022 236,303
Inventory 3,867,543 53,134 3,920,677 10,167
Restricted assets 9,541,879 - 9,541,879 -
Capital assets, net of accumulated
depreciation (Note 4) 44,513,845 15,695,382 60,209,227 1,579,210
Deferred charges 523,448 - 523,448 -
Total Assets 78,995,170 20,551,669 99,546,839 3,702,988

The accompanying notes are an integral part of this statement.

This Statement Covers More Than One Page.
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City of Grand Haven, Michigan

Proprietary Funds
Statement of Net Assets

Governmental
Activities
Other
Board of  Non-Major Internal
Lightand  Proprietary Service
June 30, 2004 Power Funds Total Funds
Liabilities
Current liabilities:
Current portion of long-term debt $ -3 65,603 $ 65,603 § -
Accounts payable 1,750,624 407,335 2,157,959 204,129
Accrued liabilities 737,799 161,202 899,001 100,139
Due to other governments - 24,146 24,146 -
Deferred revenues 158,000 826,349 984,349 -
Due to other funds (Note 6) - 113,905 113,905 372
Total Current Liabilities 2,646,423 1,598,540 4,244,963 304,640
Current Liabilities Payable from
Restricted Assets 5,770,405 - 5,770,405 -
Deferred Revenues 751,530 - 751,530 -
Long-Term Debt, less current maturities
(Note 5) 61,125,159 411,959 61,537,118 -
Total Liabilities 70,293,517 2,010,499 72,304,016 304,640
Net Assets
Invested in capital assets
net of related debt - 14,973,465 14,973,465 1,579,210
Restricted 3,771,474 - 3,771,474 -
Unrestricted 4,930,179 3,567,705 8,497,884 1,819,138
Total Net Assets $ 8,701,653 $18,541,170 $27,242,823  $3,398,348

The accompanying notes are an integral part of this statement.
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City of Grand Haven, Michigan

Proprietary Funds

Statement of Revenue, Expenses and Changes in Fund Net Assets

Governmental
Activities
Other

Board of Non-Major Internal

Lightand  Proprietary Service

Year Ended June 30, 2004 Power Funds Total Funds
Operating Revenue

Charges for services $23,503,168 $ 3,175,033 $26,678,201 $ 3,392,463

Miscellaneous operating revenues - 29,406 29,406 -

Total operating revenue 23,503,168 3,204,439 26,707,607 3,392,463
Operating Expenses

Operations and maintenance 12,406,167 3,512,220 15,918,387 2,667,013

Distribution 1,449,179 168,696 1,617,875 -

Customer accounts 438,979 - 438,979 -

Administrative and general 1,321,398 975,827 2,297,225 -

Depreciation 3,382,223 494,729 3,876,952 232,891

Statutory charge 1,015,700 - 1,015,700 -

Total operating expenses 20,013,646 5,151,472 25,165,118 2,899,904

Operating Income (Loss) 3,489,522  (1,947,033) 1,542,489 492,559

The accompanying notes are an integral part of this statement,

This Statement Covers More Than One Page.
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City of Grand Haven, Michigan

Proprietary Funds
Statement of Revenue, Expenses and Changes in Fund Net Assets

“

Governmental
Activities
Other
Board of  Non-Major Internal
Lightand  Proprietary Service
Year Ended June 30, 2004 Power Funds . Total Funds
Non-Operating Income (Expense) - Net
Interest earned on investments:
Operating fund § 292265 $ 27,460 $ 319,725 $ 6,892
Debt service reserve 33,091 - 33,091 -
Operating grants - 1,205,159 1,205,159 -
Amortization of debt discounts and
issue costs 249,461 - 249,461 -
Interest expense:
Bond (4,734,550) (25,940)  (4,760,490) -
Deposits (3,836) - (3.836) -
Gain on sale of assets 158,351 - 158,351 -
SO, allowances 646,000 - 646,000 -
Miscellaneous 217,494 166,855 384,349 (36,823)
Total Non-Operating Expenses - Net (3,141,724) 1,373,534  (1,768,190) (29.931)
Change in Net Assets 347,798 (573,499) (225,701) 462,628
Net Assets, beginning of year, as restated
(Note 16) 8,353,855 19,114,669 27.468,524 2,935,720
Net Assets, end of year $ 8701653 $18,541,170 $27,242.823 § 3,398,348

The accompanying notes are an integral part of this statement.
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City of Grand Haven, Michigan

Proprietary Funds
Statement of Cash Flows

“

Year Ended June 30, 2004

Other

Board of Non-Major
Lightand  Proprietary
Power Funds

Total

Governmental

Activities

Internal
Service
Funds

Cash Flows from Operating Activities

Operating income $ 3,489,522 $(1,947,033)$ 1,542,489 § 492,559
Adjustments to reconcile operating
income to net cash provided by
(used for) operating activities:
Depreciation 3,382,223 494,729 3,876,952 232,891
Loss on sale of assets - - - 50,547
Bad debt expense 7,405 - 7,405 -
Miscellaneous income - 166,855 166,855 (36,823)
Changes in assets and ljabilities:
Accounts receivable 182,073 67,025 249,098 (57,858)
Due from other funds - 45,690 45,690 61,778
Due from other governments - 86,264 86,264 211
Inventories (392,262) 964 (391,298) 882
Prepaid expenses and other
current assets (5,130) - (5,130) (87,416)
Accounts payable 157,911 (146,643) 11,268 162,987
Accrued compensation 6,397 - 6,397 -
Other accrued liabilities 126,545 (23,831) 102,714 14,630
Due to other funds - (45,784) (45,784) (169,094)
Due to other governments - 16,847 16,847 -
Deferred revenue 909,530 54,763 964,293 -
Net cash provided by (used for)
operating activities 7,864,214  (1,230,154) 6,634,060 665,294
Cash Flows from Non-Capital F inancing
Activities
Proceeds from operating grants
and other - 1,205,159 1,205,159 -

The accompanying notes are an integral part of this statement.

This Statement Covers More Than One Page
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“

Board of
Light and

Year Ended June 30, 2004 Power

Proprietary Funds
Statement of Cash Flows

Governmental
Activities

Other
Non-Major Internal
Proprietary Service
Funds Total Funds

Cash Flows from Capital and Related
Financing Activities
Principal and interest paid on
long-term debt

$ (6,862,803)$%

(88,650) $ (6,951,453) $ -

Purchase of capital assets (4,347,599) (511,191)  (4,858,790) (202,033)

Other income 861,892 - 861,892 -

Proceeds from sale of assets 182,053 3,037 185,090 13,950
Net cash used for capital and related

financing activities (10,166,457) (596,804) (10,763,261) (188,083)

Cash Flows from Investing Activities

Interest received on investments 349,215 27,460 376,675 6,892

Purchase of investment securities (15,066,699) - (15,066,699) -

Proceeds from sale and maturities

of investment securities 14,965,000 - 14,965,000 -

Net cash provided by investment activities 247,516 27,460 274,976 6,892
Net Increase (Decrease) in Cash and

Cash Equivalents (2,054,727) (594,339)  (2,649,066) 484,103
Cash and Cash Equivalents -

Beginning of Year 26,152,582 4,136,045 30,288,627 1,187,670
Cash and Cash Equivalents -

End of Year $ 24,097,855 $ 3,541,706 $ 27,639,561 $ 1,671,773
Balance Sheet Classification of Cash

and Cash Equivalents

Cash and cash equivalents $ 18,459,519 $ 3,541,706 $ 22,001,225 $ 1,671,773

Restricted assets (Note 1) 5,638,336 - 5,638,336 -
Total $ 24,097,855 $ 3,541,706 $ 27,639,561 $ 1,671,773

The accompanying notes are an integral part of this statement.
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City of Grand Haven, Michigan

Fiduciary Funds
Statement of Fiduciary Net Assets

“

Retiree
Health Agency
June 30, 2004 Care Funds
Assets
Cash and cash equivalents $507,609 $399,152
Accounts receivable 5,416 17,310
Due from other governments - 9,887
Due from other funds - 1,770
513,025 $428,119
Liabilities
Accounts payable - § 81,915
Trust deposits - 96,370
Due to other funds 22,263 119,850
Due to other governments - 129,984
22,263 $428,119
Net Assets
Held in trust for Retiree Health $490,762

The accompanying notes are an integral part of this statement.
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Fiduciary Funds
Statement of Changes in Fiduciary Net Assets

—

Retiree
Health
Year Ended June 30, 2004 Care
Additions
Health insurance fees $ 188,713
Interest income 5,160
Total Additions 193.873
Deductions
Insurance payments 168,708
Change in Net Assets 25,165
Net Assets, beginning of year 465,597
Net Assets, end of year §$ 490,762
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City of Grand Haven, Michigan

Notes to Basic Financial Statements

“

1. Summary of The financial statements of the City of Grand Haven have been
Significant prepared in conformity with generally accepted accounting
Accounting principles (GAAP) as applied to government units. The
Policies Governmental Accounting Standards Board (GASB) is the accepted

standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the
government's accounting policies are described below.

Financial Reporting Entity

The City of Grand Haven, established in 1854, was incorporated in
1867 under the provisions of the Home Rule Act of the State of
Michigan. The City operates under a Council-Manager form of
government. The City of Grand Haven provides the following
services as authorized by its charter or state law: General
Administrative Services, Public Safety, Highway and Street
Maintenance, Culture, Recreation and Other Governmental
Functions. The accounting policies of the City of Grand Haven
conform to generally accepted accounting principles as applicable to
cities. As required by generally accepted accounting principles,
Governmental Accounting Standards Board (GASB) 14, these
financial statements present the City (the primary government) and
its component units, entities for which the City is considered to be
financially accountable. The component units discussed below are
included in the City’s reporting entity because of the significance of
their operational or financial relationships with the City.

Component Units ~ In conformity with generally accepted
accounting principles, the financial statements of component units
have been included in the financial reporting entity either as blended
component units or as discretely presented component units,
Discretely presented component units have a June 30 year end.

Discretely presented component units — The Component Units
column in the combined financial statements includes the financjal
data of the City’s other component units. These units are reported
in a separate column to emphasize that they are legally separate
from the City.
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City of Grand Haven, Michigan

Notes to Basic Financial Statements

—

The Central Business District Development Authority was created
to correct and prevent deterioration in the downtown district,
encourage historical preservation, and to promote economic growth
within the downtown district. The Authority’s governing body,
which consists of 10 individuals, is selected by the City Council.

The Economic Development Corporation was created to provide
means and methods for the encouragement and assistance of
industrial and commercial enterprises in relocating, purchasing,
constructing, improving, or expanding within the City so as to
provide needed services and facilities of such enterprises to the
residents of the City. The Corporation’s governing body, which
consists of 10 individuals, is selected by the City Council.

The Brownfield Redevelopment Authority was created to account
for the redevelopment of environmentally contaminated and other
underutilized sites within the City. The Authority’s governing
body, which consists of 10 individuals, is selected by the City
Council.

Fund Accounting

The City uses funds and account groups to report on its financial
position and the results of its operations. Fund accounting is
designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain
government functions or activities.

A fund is a separate accounting entity with a self-balancing set of
accounts. Governmental resources are allocated to and accounted
for in individual funds based upon the purposes for which they are
to be spent and the means by which spending activities are
controlled.
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City of Grand Haven, Michigan

Notes to Basic Financial Statements

—

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net
assets and the statement of activities) report information on all of
the nonfiduciary activities of the primary government. The effect of
interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and charges
for support.  Likewise, the primary government is reported
separately from certain legally separate component units for which
the primary government is financially accountable.

The statement of activities demonstrates the degree to which the
direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are clearly
identifiable with a specific function. Program revenue includes (1)
charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given
function and (2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular
function. Taxes, intergovernmental payments, and other items not
properly included among program revenues are reported as general
revenue.

Separate financial statements are provided for governmental funds
and proprietary funds. Major individual governmental funds are
reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial
Statement Presentation

Government-wide statements — The government-wide financial
statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary
fund financial statements. Revenue is recorded when earned and
expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as
revenue in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.
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Notes to Basic Financial Statements

\

As a general rule, the effect of interfund activity has been
eliminated from the government-wide financial statements.

Amounts reported as program revenue include (1) charges to
customers or applicants for goods, services, or privileges provided;
(2) operating grants and contributions; and (3) capital grants and
contributions. Internally dedicated resources are reported as general
revenue rather than as program revenue.

Fund-based statements — Governmental fund financial statements
are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is
recognized as soon as it is both measurable and available. Revenue
is considered to be available if it is collected within the current
period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only
when payment is due.

Property taxes, intergovernmental grants, and interest associated with
the current fiscal period are all considered to be susceptible to accrual
and so have been recognized as revenue of the current fiscal period.
All other revenue items are considered to be available only when cash
is recejved by the government.

The City reports the following major governmental funds:
General Fund — The General Fund is the City’s primary operating

fund. It accounts for all financial resources of the City, except those
required to be accounted for in another fund.
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Notes to Basic Financial Statements

\

Public Improvement Fund — This Fund accounts for the construction
of capital facilities to be used in governmental fund type operations.
Financing is provided by contributions from the General Fund and
grants from public and private sources.

The City reports the following major proprietary fund:

Board of Light and Power —~ This Fund accounts for the operation,
maintenance, capital additions and retirement of revenue bonds of
the electric supply system. Financing is provided by user charges
from the sale of electricity.

Budgets

Budgets are adopted on a basis consistent with generally accepted
accounting principles. Annual appropriated budgets are adopted for
funds. All annual appropriations lapse at fiscal year end.

At June 30, 2004, the City’s Brownfield Redevelopment Authority
Fund in the component units had a fund deficit of $1,285,594. The
City plans to eliminate the deficit through a tax increment financing
district in the project area in future years.

Encumbrances represent commitments related to unperformed
contracts for goods or services. Encumbrance accounting, under
which purchases of resources are recorded to reserve that portion of
the applicable appropriation, is utilized in the governmental funds.
Encumbrances outstanding at year end are reported as reservations
of fund balances and do not constitute expenditures or liabilities
because the commitments will be honored during the subsequent
year.

Cash and Investments

Cash includes amounts in demand deposits as well as short-term
investments.

Cash equivalents are short-term, highly liquid investments that have
the following characteristics:
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Notes to Basic Financial Statements

“

* Investments that are readily convertible to known amounts of
cash

* Investments that mature in such a short period of time that their
values are effectively immune from changes in interest rates

* Original maturity of three months or less

Investments are stated at fair value. The City maintains a pooled
investment fund to account for all investments of the various City
funds. Investments within this pooled investment fund are shown
on the balance sheets of each individual fund as cash and cash
equivalents.

Short-Term Interfund Receivables/Payables

During the course of operations, numerous transactions occur
between individual funds for goods provided or services rendered.
These receivables and payables are classified as "due from other
funds" or "due to other funds" on the balance sheet.

Property Taxes

Property taxes attach as enforceable liens on property as of
December 31. Taxes are levied on July 1 of the following year and
are payable from the date of levy through August 31 without penalty
and until March 1 of the following year with penalty. Taxes are
recognized as revenue (and become available for appropriation) in
the fiscal year following the levy date (July 1).

The City bills and collects its own property taxes and also taxes for
the county and school districts. Collections of all the taxes and
remittance of them to the other taxing authorities are accounted for
in a tax collection Agency Fund. The City is permitted by charter or
state law without voter approval to levy taxes up to $15.00 per
$1,000 of state equalized valuation for general governmental
purposes and the amount required to service the General Obligation
Debt. The tax rate to finance City services including transportation
for the year ended June 30, 2004 was $11.11 per $1,000 of taxable
valuation.
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Notes to Basic Financial Statements

“

Inventories

Inventory is valued at the lower of cost (first-in, first-out) or market.
Inventory in the governmental funds consist of expendable supplies
which are recorded as an expenditure at the time individual
inventory items are purchased.

Prepaid Items

Payments made to vendors for services that will benefit periods
beyond June 30, 2004 are recorded as prepaid items. These prepaid
items are primarily insurance premiums and fiscal year 2005
memberships invoiced prior to July 1, 2004. The City follows the
consumption method of accounting in reporting these items and,
therefore, no offset by a fund balance reserve is required.

Restricted Assets

Restricted assets consist of the following:

June 30, 2004 2003
Bond and interest redemption account:
Cash and cash equivalents $1,870,012 § 5,026,284
U.S. Treasury bills and notes 3,903,543 -
Debt service reserve account:
Cash and cash equivalents 3,768,324 -
U.S. Treasury bills and notes ' - 3,822,013
Interest receivable - 811

Total revenue bond restricted assets 9,541,879 8,849,108

Less current liabilities payable from
restricted assets:

Debt principal payable 3,935,000 3,745,000
Accrued interest payable 1,835,405 1,278,561

Total current liabilities payable from
restricted assets 5,770,405 5,023,561
Total Net Restricted Assets $3,771,474 $ 3,825,547
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Notes to Basic Financial Statements

\

These assets are restricted pursuant to the Revenue Resolution for
revenue bond debt service and for surplus fund transfers to meet
the required debt service coverage ratio. Net assets are reserved
for the purpose noted above.

Capital Assets

Capital assets, which include land, buildings, equipment, vehicles,
and infrastructure assets (e.g. roads, bridges, sidewalks and similar
items) are reported in the applicable governmental activities
column in the government-wide financial statements, Capital
assets are defined by the government as assets with an initial
individual cost of more than $1,000 and any assets susceptible to
theft. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation.
Costs of normal repair and maintenance that do not add to the
value or materially extend asset lives are not capitalized.

For the year ended June 30, 2004, the City has elected to utilize the
transition reporting options for infrastructure assets. As such,
retroactive capitalization of infrastructure assets in existence prior
to July 1, 2003 are not included in these financial statements.

Buildings, equipment, and vehicles are depreciated using the
straight-line method over the following useful lives:

Years
Buildings and additions 20-100
Vehicles 4-8
Furniture and other equipment 10-30
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Notes to Basic Financial Statements

“

Compensated Absences

The liability for compensated absences reported in the statements
consists of unpaid, accumulated annual and sick leave balances.
The liability has been calculated using the vesting method, in
which leave amounts for both employees who are currently
eligible to receive termination payments and other employees who
are expected to become eligible in the future to receive such
payments upon termination are included.

Long-Term Obligations

In the government-wide financial statements and the proprietary
fund types in the fund financial statements, long-term debt and
other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized
over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt. In the fund financial
statements, governmental fund types recognize bond premiums
and discounts, as well as bond issuance costs during the current
period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are
reported as other financing sources while discounts are reported as
other financing uses. Issuance costs are reported as debt service
expenditures.

Equity and Other Credits

Contributed capital is recorded in proprietary funds that have
received capital grants or contributions from developers, customers
or other funds. Portions of equity are segregated for future uses,
and are, therefore, not considered available for future appropriation
or expenditure. Amounts reserved represent portions of fund
balance/retained earnings either not appropriable for expenditure
or which are legally segregated for a specific future use.
Designations of unreserved fund equity in governmental funds
indicate City management's tentative plans for use of financial
resources in a future period.
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Interfund Transactions

Quasi-external transactions are accounted for as revenues,
expenditures or expenses. Transactions that constitute
reimbursements to a fund for expenditures/expenses initially made
from it that are properly applicable to another fund, are recorded as
expenditures/expenses in the reimbursing fund and as reductions of
expenditures/expenses in the fund that is reimbursed.

All other interfund transactions, except quasi-external transactions
and reimbursements, are reported as transfers. Nonrecurring or
non-routine permanent transfers of equity are reported as residual
equity transfers. All other interfund transfers are reported as
operating transfers.

Comparative Data

Comparative total data for the prior year has not been presented in
the accompanying financial statements.

Management Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statement and reported
amounts of revenues and expenditures/expenses during the
reporting period. Actual results could differ from those estimates.

2. Legal The annual budget is prepared by the City management and
Compliance - adopted by the City Council; subsequent amendments are
Budgets approved by the City Council. Unexpended appropriations lapse at

year end; encumbrances are not included as expenditures. The
amount of encumbrances outstanding at June 30, 2004 has not
been calculated. During the current year, the budget was amended
in a legally permissible manner.
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The budget has been prepared in accordance with generally
accepted accounting principles, except that transfers have been
included in the “revenue™ and “expenditures” categories, rather than
as “other financing sources (uses).”

The budget statement (combined statement of revenue,
expenditures, and changes in fund balances — budget and actual —
General, Special Revenue, and Debt Service Fund types) is
presented on the same basis of accounting used in preparing the
adopted budget.

The budget has been adopted on a fund total basis; expenditures at
this Jevel in excess of amounts budgeted are a violation of Michigan
law. The budget statement presented for the General Fund in the
financial statements is more detailed than the budget as adopted by
the City Council. A comparison of the budget for each individual
Special Revenue Fund and Debt Service is available at City Hall.

3.  Deposits and The City’s deposits and investments at June 30, 2004 are included
Investments on the balance sheet under the following classifications:
Cash and cash equivalents $31,863,543
Restricted cash and investments 9,541,879
Total $41,405,422

The above amounts are classified by Governmental Accounting
Standards Board Statement Number 3 in the following categories:

Bank deposits (checking accounts, savings

accounts and certificates of deposit) $32,642.670
Investments in securities, mutual funds and

similar vehicles 8,762,752
Total $41,405,422
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Deposits

The above deposits were reflected in the accounts of the bank
(without recognition of checks written but not yet cleared or of
deposits in transit) at $32,936,579. Of that amount, $300,000 was
covered by federal depository insurance and the remainder was
uninsured and uncollateralized. The City believes that due to the
dollar amounts of cash deposits and the limits of FDIC insurance, it
is impractical to insure all bank deposits. As a result, the City
evaluates each financial institution it deposits City funds with and
assesses the level of risk of each institution; only those institutions
with an acceptable estimated risk level are used as depositories.

Investments

The City of Grand Haven is authorized by Michigan Public Act 20
of 1943 (as amended) to invest surplus monies, other than the
Cemetery Perpetual Care Fund, in U.S. bonds and notes, certain
commercial paper, U.S. government repurchase agreements,
bankers’ acceptances and mutual funds, and investment pools that
are composed of authorized investment vehicles. In addition, the
Revenue Bond Resolution provides for additional restrictions for the
investments of the Board of Light and Power. To the extent that
cash from various funds has been pooled in an investment, related
investment income is allocated to each fund based on relative
participation in the pool, except that in certain Agency Funds,
investment earnings are allocated to the General Fund. All assets
are registered in the name of the City and held by the City’s agent.
As such, in accordance with GASB 40, the custodial risk of these
investments need not be disclosed.

Component Units

The cash and investments of the City’s component units consist of
$166,561 and investments of $14,209. The deposits were reflected
in the accounts of the bank (without recognition of checks written
but not yet cleared or of deposits in transit) at $166,561, of which
$100,000 was covered by federal depository insurance. The
investments of $14,209 are held in a bank investment pool.
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4. Capital Assets Capital asset activity of the City’s governmental activities was as
follows:

Primary Government
Balance Balance

July 1,2003  Increases  Decreases June 30, 2004

Governmental Activities
Capital assets, not depreciable:

Land and land improvements $ 8,478,614 $1,805212 § - $10,283,826
Capital assets being depreciated:
Structures and improvements 5,496,928 289,702 - 5,786,630
Machinery, equipment, vehicles and fixtures 7,805,971 326,760 125,808 8,006,923
Waterfront development 891,765 - - 891,765
Parking facilities 340,823 - - 340,823
Recreation development 1,514,200 2,876 - 1,517,076
Infrastructure 124,902 170,344 - 295,246
Total Assets Being Depreciated 16,174,589 789,682 125,808 16,838,463
Less accumulated depreciation for:
Structures and improvements (2,276,869) (26,723) - (2,303,592)
Machinery, equipment, vehicles and fixtures (2,818,283) (281,899) 61,311 (3,038,871)
Waterfront development (370,236) - - (370,236)
Parking facilities (245,502) (23,626) - (269,128)
Recreation development (407,248) (51,631) - (458,879)
Infrastructure - - - -
Total Accumulated Depreciation (6,118,138) (383,879) 61,311 (6,440,706)
Total Capital Assets Being Depreciated, net 10,056,451 405,803 64,497 10,397,757
Governmental Activities - Capital Assets, net $18,535,065 $2,211,015 $ 64,497 $20,681,583
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Balance Balance
July 1, 2003 Increases Decreases  June 30, 2004

Business-Type
Capital assets, not depreciable:

Land and land improvements $ 731,921 § 95,317 $ - 5 827,238
Construction in progress 897,064 4,347,599 1,930,010 3,314,653
Total capital assets not being depreciated 1,628,985 4,442.916 1,930,010 4,141,891
Capital assets being depreciated:
Structures and improvements 6,316,328 41,810 30,000 6,328,138
Machinery, equipment, vehicles and fixtures 2,354,197 - 193,665 2,160,532
Production and treatment systems 87,690,928 296,204 834,158 87,152,974
Transmission and distribution systems 36,351,813 1,958,106 11,625 38,298,294
General plant 1,226,326 51,142 - 1,277,468
Total assets being depreciated 133,939,592 2,347,262 1,069,448 135,217,406

Less accumulated depreciation for:

Structures and improvements (2,341,618) (186,317) 30,000 (2,497,935)
Machinery, equipment, vehicles and fixtures (1,023,285)  (189,488) 189,250 (1,023,523)
Production and treatment systems (57,622,264) (2,524,225) 812,058 (59,334,431)
Transmission and distribution systems (14,518,029) (840,201) 11,625 (15,346,605)
General plant (810,855) (136,721) - (947,576)
Total Accumulated Depreciation (76,316,051) (3,876,952) 1,042,933 (79,150,070)
Total Capital Assets Being Depreciated, net 37,623,541  (1,529,690) 26,515 56,067,336
Business-Type Activities - Capital Assets, net $ 59252526 § 2,913,226 § 1,956,525 $ 60,209,227
62




City of Grand Haven, Michigan

Notes to Basic Financial Statements

TS

Depreciation expense was charged to functions/programs of the
primary government as follows:

Governmental activities:

General government : § 98,647
Public safety 141,844
Public works 73,952
Culture and recreation 69,436

Total Depreciation Expense -
Governmental Activities $ 383,879

Business type activities:
Board of Light and Power $ 3,382,223
Other proprietary funds 494,729

Total Depreciation Expense -
Business-Type Activities $ 3,876,952
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5. Long-Term Debt

the City as of June 30, 2004:

Governmental Activities

Balance
July 1,
2003

Additions

.

The following is a summary of the long-term debt outstanding of

Due
within
one year

Balance
June 30,

Reductions 2004

Bonds Payable

1993 Building Authority Parking
Facility Bonds maturing through
2005, interest ranging from
4.9% - 7.2%.

Special Assessment Bond Fund - 1996
Municipal Purchase Agreement,
Series A with a maturity date of
May 1, 2004, interest ranging from
4.4% - 4.89%

Special Assessment Bond Fund — 1996
Municipal Purchase Agreement,
Series B with a maturity date of
September 1, 2015, interest ranging
from 5.1% - 7.0%.

$ 90,000

30,000

90,000

$ (30,0000 $ 60,000 $ 30,000

(15,000) 15,000 15,000

(5,000) 85,000 5,000

Total Bonds Payable

Land contract payable in annual
installments of $34,000. Final
payment due June 30, 2008.

Economic development note payable
in annual installments of
$26,896 beginning in 2004
including interest at 6.0%. Final
payment due April 2017.

Property loans payable in installments
0f $72,452 commencing in
October 2004 including interest at
2.64%. Final payment due May
2009.

Equipment loan payable in annual
installments of $111,778 including
interest at 3.83%. Final payment
due July 2007.

Accumulated compensated absences

210,000

136,000

250,000

394,769

500,000
620,887

1,662,777

(50,000) 160,000 50,000

- 136,000 34,000

- 250,000 12,610

- 2,057,546 316,057

96,175
241,081

(92,628)
(6,417)

407,372
614,470

Total Governmental Activities
Long-Term Debt

$2,111,656

$1,662,777

$(149.045) $ 3,625,388 $749.923
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Balance Balance Due
July 1, June 30, within
Business-Type Activities 2003  Additions Reductions 2004 one year

Bonds Payable

1993 Electric Revenue Refunding
Bonds, maturing through 2008,
with interest ranging from 4.90%
to 5.25% (net of discount, loss on
refunding and portion payable
from restricted assets). $21,053,903 § - $(3,656,749) $17,397,154 § -

2003 Electric Revenue Refunding
Bonds, maturing through 2016, with
interest ranging from 5.00% to
5.50% (net of premium and loss
on refunding). 43,262,990 465,015 - 43,728,005 -

1990 General Obligations Limited Tax
Bonds maturing through October
2004, with interest at 7.0%. 40,000 - (20,000) 20,000 20,000

1990 Special Assessment Limited Tax
Bonds maturing through October
2009, with interest at 7.0%. 70,000 - (10,000) 60,000 10,000

1990 N.O.W.S.G.O. Contract, to
support bonds that were refinanced
in 1998, maturing through 2010

with interest ranging from 4.25%
to 4.70%. 81,172 - (7,110) 74,062 7,703

1996 Municipal Purchase Agreement,
refinanced in 2002, maturing in
2010 with an interest rate of 4.29%. 146,000 - (14,000) 132,000 15,000

1990 Municipal Purchase Agreement,
refinanced in 2002, maturing in

2010 with an interest rate of 4.29%. 203,100 - (11.600) 191,500 12,900
Total Business-Type Activities

Lonﬂerm Debt $ 64.857,165 $ 465,015  $(3,719,459) $61,602,721 $ 65,603
Total All Long-Term Liabilities 566,968,821 $2.127,792  $(3,868,504) $ 65,228,109 $815.526
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The total requirement for payment of principal and interest amount
to $73,251,986 and $26,542,047, respectively, at June 30, 2004 as

follows:
Governmental Activities Business-Type Activities

Principal Interest Principal Interest
2005 $ 508,842 $ 96,656 $ 4,000,603 $ 3,694,004
2006 528,747 86,409 4,194,882 3,494,136
2007 495,179 61,960 4,426,437 3,280,052
2008 508,933 47,945 4,669,231 3,049,915
2009 377,347 30,485 4,938,765 2,804,840
2010-2014 514,977 60,150 27,566,150 8,658,725
2015-2018 76,893 9,395 20,445,000 1,167,375

$3,010,918 $393,000 $70,241,068 $26,149,047
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6. Interfund Balances The following are the interfund receivables at June 30, 2004:
and Transfers

Interfund Interfund

Fund Receivable Fund Payable
General Fund $104,622 Major Street and Trunkline $ 91
Local Street 91

Public Improvement 314

Harbor Transit 7,780

Municipal Sewage Treatment 53,584

Municipal Water 34,129

Marina 4,905

Airport 160

Cemetery Care 3,568

Major Street 1,000 General Fund 1,000
Local Street 1,000 General Fund 1,000
Building Authority 12,307 Public Improvement 12,307
Cemetery Care 2,941 General Fund 2,941
Municipal Sewage Treatment 1,741 General Fund 1,272
Motor Pool 170

Harbor Transit 91

Marina 186

Airport 22
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Interfund Interfund

Fund Receivable Fund Payable
Municipal Water $ 6,925 General Fund $ 4,288
Motor Pool 202

Municipal Sewage Treatment 32

Harbor Transit 57

Marina 536

Airport 46

Payroll 1,764

Harbor Transit 104  General Fund 104
Memorial Airport 252 General Fund 252
Motor Pool 95,915  General Fund 58,106
Major Street and Trunkline 12,717

Local Street 12,717

Municipal Sewage Treatment 4,667

Municipal Water 5,917

Marina 583

Airport 1,208

Insurance 119,577  General Fund 39
Retiree Health Care 1,452

Payroll 118,086

Payroll 1,770  General Fund 1,770
Health Benefits 20,811 Retiree Health Care 20,811
$368,965 $368,965
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Transfers during the fiscal year were as follows:

Fund Transfer in Transfer out
General Fund § 16,376 $1,292,726
Public Improvement 1,030,726 174,085
Major Street and Trunkline 131,000 100,000
Local Street 231,000 -
Building Authority Bonds 33,660 -
Non-Voted General Debt 111,778 -
Fire Truck 50,000 -
Building Authority 12,307 33,660
Cemetery Care - 16,376
Harbor Transit 3,526 -
Airport - 3,526

$1,620,373 $1,620,373

7. Risk Management The City purchases insurance and participates in public entity risk
pools for the various risks associated with City operations.
Significant risk management activities of the City are accounted for
and disclosed below as required by GASB 10.

The City is exposed to various risks of loss related to torts; theft of
damage to, and destruction of assets; errors and omissions; injuries
to employees; and natural disasters. The City obtains its liability
insurance coverage as a member of the Michigan Municipal
Liability and Property Pool (MMLPP), a public entity risk pool
providing liability and property coverage to its participating
members. The City pays an annual premium to MMLPP for
liability insurance coverage. The MMLPP is self-sustaining through
member premiums and provides, subject to certain deductibles,
occurrences based coverage by internally insuring certain risks and
reinsuring risks through commercial companies. A $1,000
deductible is maintained to place the responsibility for small charges
with the City. Settled claims resulting from these risks have not
exceeded insurance coverage in any of the past three fiscal years.
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The City manages its workers’ compensation risk by participating in
the Michigan Municipal League Workers’ Compensation Fund
(MMLWCF), a public entity risk pool providing workers’
compensation coverage to its participating members. The City pays
an annual premium to MMLWCF for its workers compensation
coverage. The MMLWCF is self-sustaining through member
premiums and provides statutory workers compensation coverage to
its members by internally insuring certain risks and reinsuring risks
through commercial companies. Settled claims resulting from these
risks have not exceeded insurance coverage in any of the past three
fiscal years.

8. Contingent Amounts received or receivable from grantor agencies are subject to
Liabilities audit and adjustment by grantor agencies, principally the federal
government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The
amount, if any, of expenditures which may be disallowed by the
grantors cannot be determined at this time although the City expects

such amounts, if any, to be immaterial.

The City is a defendant in various lawsuits. Although the outcome
of these lawsuits is not presently determinable, in the opinion of the
City Attorney the resolution of these matters will not have a
material adverse effect on the financial condition of the City.

9. Postemployment The City provides health care benefits to retirees in accordance with
Benefits the pension ordinance. Currently, 67 retirees are eligible. The City
pays 75% to 80% of the annual premium (depending on the
bargaining unit) and the retiree pays the balance. Retirees are
required to purchase and pay for Medicare supplemental insurance
when they become eligible. Expenditures for postemployment
health care benefits are recognized annually as the insurance
premiums become due. These benefits were paid from the Retiree
Health Care Fund (which is funded by all operating funds) and
approximated $168,700 during the year ended June 30, 2004.
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10. Pension Plan Plan Description

The City participates in the Michigan Municipal Employees’
Retirement System (MMERS), an agent multiple-employer
defined benefit pension plan that covers all employees of the City.
The system provides retirement, disability, and death benefits to
plan members and their beneficiaries. The MMERS issues a
publicly available financial report that includes financial
statements and required supplementary information for the system.
That report may be obtained by writing to the system at 1134
Municipal Way, Lansing, Michigan 48917.

Funding Policy

The obligation to contribute to and maintain the system for these
employees was established by negotiation with the City’s
collective bargaining units. For the year ended June 30, 2004, the
City suspended all required employee and employer contributions
due to the significantly overfunded status of its actuarial accrued
liability.

Annual Pension Cost

For the year ended June 30, 2004, the City’s annual pension cost of
$0 for the plan was equal to the City’s required and actual
contribution. The annual required contribution was determined as
part of an actuarial valuation at December 31, 2003, using the
entry age normal cost method. Significant actuarial assumptions
used include (a) an 8 percent investment rate of return, (b)
projected salary increases of 4.5 percent per year, and (c) 2.5
percent per year cost of living adjustments. Both (a) and (b)
include an inflation component of 5 percent. The actuarial value
of assets was determined using techniques that smooth the effects
of any given year’s variation from an 8 percent return over a five-
year period. The unfunded actuarial liability is being amortized as
a level percentage of payroll on a closed basis. The remaining
amortization period is 30 years.
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Three-Year Trend Information

Fiscal Year Ended June 30,

2002 2003 2004

Annual pension cost (APC) $ - % - § -
Percentage of APC

contributed 100% 100% 100%

Net pension obligation None None None

Actuarial Valuation as of December 31,

2001 2002 2003

Actuarial value of assets $53,803,031 $53,667,967 $55,800,362
Actuarial accrued lability

(AAL) 38,263,840 41,912,591 46,177,189
Overfunded AAL 15,539,191 11,755,376 9,623,173
Funded ratio 141% 128% 121%
Covered payroll $ 7,978,231 $ 7,973,516 $ 8,571,548

Overfunded AAL as a
percentage of covered

payroll 195% 147% 112%

11. Component Unit Condensed financial statements for each of the discretely presented
Financial component units are included in the government-wide financial
Information statements.  Complete financial statements of the individual

component units can be obtained from their respective
administrative offices.

Administrative Offices

Central Business District Economic Development Corporation
Development Authority and Brownfield Redevelopment
228 Washington Authority
Grand Haven, 519 Washington
Michigan 49417 Grand Haven, Michigan 49417
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12. Joint Ventures The City is a member of the Grand Haven — Spring Lake Sewer
Authority (the “Authority”). The City can appoint two members to
the joint venture’s governing board, which then approves the
annual budget. In the current year, the City paid $798,277 to the
Authority for sewage treatment. The purpose of the Grand Haven-
Spring Lake Sewer Authority is to acquire, own, improve, enlarge,
extend, and operate a sewage disposal system. The Authority is
governed by a Board of Trustees containing seven members. The
participating communities (Cities of Grand Haven and Ferrysburg,
Townships of Spring Lake and Grand Haven, Village of Spring
Lake, and County of Ottawa) pay a set rate to the Authority to
process waste.  This rate includes amounts to finance the
Authority’s debt. The City is unaware of any circumstances that
would cause an additional benefit or burden to the participating
governments in the near future. Complete financial statements can
be obtained at Grand Haven City Hall.

The City is also a member of the Northwest Ottawa Water
Treatment Plant. The City appoints one member to the joint
venture’s governing board, which then approves the annual budget.
In the current year, the City paid $682,981 to the plant to purchase
water. The purpose of the Northwest Ottawa Water Treatment
Plant is to acquire, construct, finance, operate, and maintain a
water production facility.  The plant is governed by an
administrative committee composed of one representative from
each of the participating communities (Cities of Grand Haven and
Ferrysburg, Townships of Grand Haven and Spring Lake, and
County of Ottawa). These participating communities pay for water
at a rate that is estimated to cover operation, maintenance,
replacement, and debt service. The City is unaware of any
circumstances that would cause an additional benefit or burden to
the participating governments in the near future. Complete
financial statements can be obtained at Grand Haven City Hall
(519 Washington Street).
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The Board of Light and Power entered into a joint venture, the
Michigan Public Power Agency (MPPA), with 13 other municipal
electric systems. The MPPA was formed to undertake the
planning, financing, development, acquisition, construction,
improvement, operation, and maintenance of projects to supply
electric power and energy for present or future needs of its
members. Each MPPA member is a municipal corporation
organized under the laws of the State of Michigan and owns and
operates a municipal electric system. The City is unaware of any
circumstances that would cause an additional benefit or burden to
the participating governments in the near future. Complete
financial statements for the Michigan Public Power Agency can be
obtained from the administrative offices at 809 Centennial Way,
Lansing, Michigan 48917. The MPPA operates various projects.
The Board participates in the power pool project. During 2004,
the Board had sales of $3,072,071 to the MPPA power pool and
had purchases of $1,082,750 from the MPPA power pool. At
June 30, 2004, the MPPA power pool owed the Board $261,450.

13. Construction The City oversees building construction, in accordance with the
Code Fees State’s Construction Code Act, including inspection of building
construction and renovation to ensure compliance with the
building codes. The City charges fees for these services. The law
requires that collection of these fees be used only for construction
code costs, including an allocation of estimated overhead costs. A
summary of the current year activity and the cumulative surplus or
deficit generated since January 1, 2000 is as follows:

Deficit, at July 1, 2003 §$ (45,353)
Current year building permit revenue 270,155

Related expenses:

Direct costs $198,533

Estimated indirect costs 19,853
Total construction code expenses 218,386
Cumulative Surplus, at June 30, 2004 $ 6,416
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14. Commitments During 2004, the Board of Light and Power entered into a coal
purchase agreement to purchase 124,000 tons of coal at fixed
prices prior to December 15, 2004. At June 30, 2004,
approximately 31,000 tons of coal had been purchased under this
agreement.

Amounts required to complete various construction projects are
not material to the financial statements.

As disclosed in Note 12, the City is a member of the Grand Haven-
Spring Lake Sewer Authority and the Northwest Ottawa Water
Treatment Plant. The City, along with the other participating
communities, has pledged their full faith and credit for repayment
of the outstanding debt of these entities. For all debt, the amount
the City is required to contribute to these entities for repayment of
debt is not a fixed amount, but is based on the volume of sewage
treated and water purchased and is included in the rate charged by
these entities.

15. Excess of During the year ended June 30, 2004, the City incurred
Expenditures expenditures in various funds which were in excess of amounts
Over Revenues appropriated, as follows:
in Budgeta
Fundsg ry Actual

Appropriation  Expenditures

General Fund

Planning $ 193,930 $ 195,893
Public safety — Support services 466,200 468,211
Community services — Musical fountain 14,700 14,781
Community services — Waterfront 237,570 261,229
Community services — Central garage 2,295 2,804
Community services — Sewer authority 8,220 12,260
Building Authority Fund - 37
Cemetery Perpetual Care Fund 6,000 6,852

All expenditures over appropriations as identified above have been
paid by excess revenues or by reduced expenditures in other
activities.
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16. Restatement of During the year ended June 30, 2004, the City discovered that
Net Assets certain adjustments were required to be made to the beginning net
assets previously reported in the financial statements relating to the
total long-term debt reported for governmental activities and state
grant revenue previously recorded in the Harbor Transit Fund.
The result of these adjustments was to increase beginning net
assets in the governmental activities by $34,000 from $25,296,753
to $25,330,753 and to decrease beginning net assets in the
business-type activities by $96,768 from $27,565,292 to
$27,468,524.
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General Fund

Original Final
June 30, 2004 Budget Budget Actual
Revenues
Taxes § 6,077,689 $ 6,082,185 $ 6,119,292
Licenses and permits 313,700 401,250 505,285
State sources 1,185,300 1,117,500 1,113,365
Charges for services 886,475 851,812 841,080
Fines and forfeitures 75,000 27,000 30,994
Interest, penalties and rent 120,200 100,000 99,762
Miscellaneous revenue 100,250 135,950 113,323
Total Revenues 8,758,614 8,715,697 8,823,101
Expenditures
Current operations
General government 2,805,295 2,823,360 2,621,712
Public safety 3,528,474 3,566,105 3,347,572
Public works 922,865 944,010 799,806
Culture and recreation 670,190 703,990 646,707
Capital outlay - - -
Total Expenditures 7,926,824 8,037,465 7,415,797
Revenues Over Expenditures 831,790 678,232 1,407,304
Other Financing Sources (Uses)
Proceeds from issuance of long-term debt - - -
Transfersin - 20,000 26,200 16,376
Transfers to components units (26,600) (26,600) (26,600)
Transfers out (790,726)  (1,290,725) ( 1,292,726)
Total Other Financing (Uses) (797,326)  (1,291,125)  (1,302,950)
Revenues and Other Sources Over (Under)
Expenditures and Other Uses 34,464 (612,893) 104,354
Fund Balance, beginning of year 1,829,476 1,829,476 1,829,476
Fund Balance, end of year $ 1,863,940 $ 1,216,583 $ 1.933,830
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Public Improvement

Original Final
Budget Budget Actual
$ - -5 -
880,000 4,100 81,565
15,000 12,200 12,929
12,300 12,300 12,307
907,300 28,600 106,801
- - 59,077
1,666,948 2,729,200 2,222,517
1,666,948 2,729,200 2,281,594
(759,648)  (2,700,600) (2,174,793)
- 1,570,147 1,662,777
530,726 1,030,725 1,030,726
- (892,000) -
(62,300) (174,080) (174,085)
468,426 1,534,792 2,519,418
(291,222)  (1,165,808) 344,625
2,512,857 2,512,857 2,512,857

$ 2221,635 $ 1,347,049 $ 2,857,482
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Actuarial

Actuarial Accrued Unfunded UAAL asa

Actuarial Value of Liability (AAL) AAL Funded Covered Percentage of

Valuation Assets - Entry Age (UAAL) Ratio Payroll Covered Payroll

Date (@ (b) (b-a) (a/b) () (b-a)c)
December 31:

2001 $ 53,803,031 $38,263,840 $ 15,539,191 140.61% $7,978,231 194.77%

2002 53,667,967 41,912,591 11,755,376 128.05% 7,973,516 147.43%

2003 55,800,362 46,177,189 9,623,173 120.84% 8,571,548 112.27%
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Special Revenue

Major Building
Street and Local Authority
June 30, 2004 Trunkline Street Bonds
Assets
Cash and cash equivalents $1,042,493  $609,948 § -
Due from other governments 117,071 35,604 -
Taxes and other receivable 569 642 -
Special assessments receivable - 52,178 -
Due from other funds 1,000 1,000 -
Total Assets $1,161,133  $699.372 $ -
Liabilities and Fund Balances
Liabilities
Accounts payable $ 149,990 $ 14,209 § -
Deferred revenues - 52,398 -
Due to other funds 12,808 12,808 -
Total Liabilities 162,798 79,415 -
Fund balances
Reserved for debt service - - -
Reserved for endowments - - -
Unreserved
Undesignated 998,335 619,957 -
Total Fund Balances 998,335 619,957 -
Total Liabilities and Fund Balances $1,161,133 $699,372 $ -
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Debt Service Capital Projects Permanent
Special Non-voted Cemetery
Assessment General Fire Building Perpetual Total
Bonds Debt Truck Authority Care  All Funds
$210,424 $§ - $236,589 $ 94,105 $1,256,740 $3,450,299
- - - - - 152,675
- - - - 15,120 16,331
93,688 - - - - 145,866
- - - 12,307 2,941 17,248
$304,112 $ - $236,589 $106,412 $1,274,801 $3,782.419
$ - $ - 3 - $ - $ - § 164,199
93,688 - - - - 146,086
- - - - 3,568 29,184
93,688 - - - 3,568 339,469
210,424 - - - - 210,424
- - - - 1,271,233 1,271,233
- - 236,589 106,412 - 1,961,293
210,424 - 236,589 106,412 1,271,233 3,442,950
$304,112 $ - $236,589 $106,412 $1,274,801 $3,782.419
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Special Revenue

Major Building
Street and Local Authority
June 30, 2004 Trunkline Street Bonds
Revenues
State grants and distributions $ 636,211 $ 209,492 $ -
Charges for services - 2,609 -
Special assessments - 21,378 -
Interest income 6.114 3,640 -
Miscellaneous revenue 35,293 298 -
Total Revenues 677,618 237,417 -
Expenditures
Public works 568,626 408,530 -
Capital outlay 144,781 25,563 -
Debt principal payments - - 30,000
Interest and fiscal charges - - 3,660
Total Expenditures 713,407 434,093 33,660
Revenues Over (Under) Expenditures (35,789) (196,676)  (33,660)
Other Financing Sources (Uses)
Transfers in 131,000 231,000 33,660
Transfers out (100,000) - -
Total Other Financing Sources (Uses) 31,000 231,000 33,660
Revenues and Other Sources Over
(Under) Expenditures and Other Uses (4,789) 34,324 -
Fund Balance, beginning of year 1,003,124 585,633 -
Fund Balance, end of year $ 998,335 $ 619,957 § -
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City of Grand Haven, Michigan

Combining Statement of Revenues,
Expenditures and Changes in Fund Balances —
Non-Major Governmental Funds

Debt Service Capital Projects Permanent
Special Non-voted Cemetery
Assessment General Fire Building Perpetual Total
Bonds Debt Truck Authority Care  All Funds
$ - 5 -5 - $ - 8 - § 845,703
- - - - 24,395 27,004
22,422 - - - - 43,800
7,644 - 462 527 9,489 27,876
- - - - 65,881 101,472
30,066 - 462 527 99,765 1,045,855
- - - 37 6,852 984,045
- - - - - 170,344
20,000 92,628 - - - 142,628
6,643 19,150 - - - 29,453
26,643 111,778 - 37 6,852 1,326,470
3,423 (111,778) 462 490 92,913 (280,615)
- 111,778 50,000 12,307 - 569,745
- - - (33,660) (16,376)  (150,036)
- 111,778 50,000 (21,353) (16,376) 419,709
3,423 - 50,462 (20,863) 76,537 139,094
207,001 - 186,127 127,275 1,194,696 3,303,856
$210424 § - $ 236,589 $106,412 $1,271,233  $3,442,950
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“

Major Street and Trunkline

Year ended June 30, 2004 Budget Actual  Variance
Revenues

State grants and distributions $ 845500 $ 636211 $(209,289)

Charges for services - - -

Special assessments - - -

Interest income 6,000 6,114 114

Miscellaneous revenue 34,000 35,293 1,293
Total Revenues 885,500 077,618  (207,882)
Expenditures

Public works 654,670 568,626 86,044

Capital outlay 572,130 144,781 427,349

Debt principal payments - - -

Interest and fiscal charges - - -
Total Expenditures 1,226,800 713,407 513,393
Revenues Over (Under) Expenditures (341,300) (35,789) 305,511
Other Financing Sources (Uses)

Transfers in 130,000 131,000 1,000

Transfers out (100,000)  (100,000) -
Total Other Financing Sources (Uses) 30,000 31,000 1,000
Revenues and Other Sources Over (Under)

Expenditures and Other Uses (311,300) (4,789) 306,511
Fund Balance, beginning of year 1,003,124 1,003,124 -
Fund Balance, end of year $ 691,824 $ 998,335 $ 306511
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City of Grand Haven, Michigan

Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual
— Non-Major Governmental Funds

“

Local Street

Budget Actual Variance

$ 211,000 $ 209,492 $ (1,508)

4,000 2,609 (1,391)
13,000 21,378 8,378

5,000 3,640 (1,360)

1,000 298 (702)
234,000 237,417 3,417
446,885 408,530 38,355

222,130 25,563 196,567

669,015 434,093 234,922

(435,015) (196,676) 238,339

230,000 231,000 1,000

230,000 231,000 1,000

(205,015) 34,324 239,339
585,633 585,633 -

$ 380,618 $ 619,957  $239.339
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Building Authority Bonds

Year ended June 30, 2004 Budget Actual  Variance
Revenues
State grants and distributions $ - 3 - $§ -

Charges for services - - -
Special assessments - - -
Interest income - - -
Miscellaneous revenue - - -

Total Revenues - - -

Expenditures
Public works - - -
Capital outlay

Debt principal payments 30,000 30,000 -
Interest and fiscal charges 4,060 3,660 400
Total Expenditures 34,060 33,660 400
Revenues Over (Under) Expenditures (34,060) (33,660) 400

Other Financing Sources (Uses)
Transfers in 34,060 33,660 (400)

Transfers out

Total Other Financing Sources (Uses) 34,060 33,660 (400)

Revenues and Other Sources Over (Under)
Expenditures and Other Uses - - -

Fund Balance, beginning of year - - -

Fund Balance, end of year $ - $ - $ -
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City of Grand Haven, Michigan

Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual
— Non-Major Governmental Funds

—

Special Assessment Bonds Non-Voted General Debt

Budget Actual Variance Budget Actual Variance
$ - 3 - $ -3 - $ - $ -
24,215 22,422 (1,793) - - -
2,000 7,644 5,644 - - -
26,215 30,066 3,851 - - -
20,000 20,000 - 96,175 92,628 3,547

6,645 6,643 2 15,605 19,150 (3,545)
26,645 26,643 2 111,780 111,778 2
(430) 3,423 3,853  (111,780)  (111,778) 2

- - - 111,780 111,778 2)

- - - 111,780 111,778 (2)
(430) 3,423 3,853 - - ;

207,001 207,001 - _ ] -

$206.571 $210424 $§ 3853 $ - § - $ -
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Fire Truck

Year ended June 30, 2004 Budget Actual Variance

Revenues
State grants and distributions $ -5 - § -
Charges for services - - -
Special assessments - -
Interest income 1,000 462 (538)

Miscellaneous revenue

Total Revenues 1,000 462 (538)

Expenditures
Public works - - -
Capital outlay - - -
Debt principal payments - - -
Interest and fiscal charges - - -

Total Expenditures - - -
Revenues Over (Under) Expenditures 1,000 462 (538)

Other Financing Sources (Uses)
Transfers in 50,000 50,000 -

Transfers out

Total Other Financing Sources (Uses) 50,000 50,000 -

Revenues and Other Sources Over (Under)
Expenditures and Other Uses 51,000 50,462 (538)

Fund Balance, beginning of year 186,127 186,127 -

Fund Balance, end of year $237,127  $236,589 $(538)
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City of Grand Haven, Michigan

Schedule of Revenues, Expenditures and
Changes in Fund Balances — Budget and Actual
— Non-Major Governmental Funds

e

Building Authority Cemetery Perpetual Care

Budget Actual Variance Budget Actual Variance
$ - $ - $ - 8 - $ - $ -
- - - 20,000 24,395 4,395
600 527 (73) 6,800 9,489 2,689
- - - 26,000 65,881 39,881
600 527 (73) 52,800 99,765 46,965

- 37 37) 6,000 6,852 (852)

- 37 (37) 6,000 6,852 (852)
600 490 (110) 46,800 92,913 46,113
12,300 12,307 7 - - -
(34,060)  (33,660) 400 (26,200) (16,376) 9,824
(21,760)  (21,353) 407 (26,200) (16,376) 9,824
(21,160)  (20,863) 297 20,600 76,537 55,937
127,275 127,275 - 1,194,696 1,194,696 -
$106,115 $106,412 $ 297 $1,215296 $1,271,233 $55,937
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Municipal
Sewage Municipal Harbor

June 30, 2004 Treatment Water Transit
Assets
Current Assets

Cash and cash equivalents $ 193,629 $2,397,636 $ 310,519

Accounts receivable 329,572 337,560 23,387

Due from other governments - - 422,199

Due from other funds 1,741 6,925 104

Inventory - 27,279 25,457
Total Current Assets 524,942 2,769,400 781,666
Special Assessments 54,792 - -
Capital Assets, net of accumulated depreciation 3,879,832 6,048,688 1,683,421
Total Assets 4,459,566 8,818,088 2,465,087
Liabilities and Net Assets
Current Liabilities

Current portion of long-term debt 30,000 7,703 -

Accounts payable 95,070 211,387 78,146

Accrued liabilities 15,086 32,076 108,779

Due to other governments - - 4,818

Due to other funds 58,283 40,046 7,929

Deferred revenue - - 826,349
Total Current Liabilities 198,439 291,212 1,026,021
Long-Term Debt — net of current portion 50,000 66,359 -
Total Liabilities 248,439 357,571 1,026,021
Net Assets

Invested in capital assets, net of related debt 3,799,832 5,974,626 1,439,066

Unreserved 411,295 2,485,891 -
Total Net Assets $4,211,127 $8,460,517 $1,439,066
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City of Grand Haven, Michigan

Non-Major Proprietary Funds
Combining Statement of Net Assets

.

Marina Airport Total
§ 419,883 $ 220,039 §$ 3,541,706
46,908 20,364 757,791
17,643 - 439,842

- 252 9,022

247 151 53,134
484,681 240,806 4,801,495
- - 54,792
842,026 3,241,415 15,695,382
1,326,707 3,482,221 20,551,669
- 27,900 65,603

19,072 3,660 407,335
2,553 2,708 161,202

- 19,328 24,146

6,210 1,437 113,905

- - 826,349

27,835 55,033 1,598,540

- 295,600 411,959

27,835 350,633 2,010,499
842,026 2,917,915 14,973,465
456,846 213,673 3,567,705
$1,298,872  $3,131,588 $18,541,170
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Municipal
Sewage Municipal Harbor
June 30, 2004 Treatment Water Transit
Operating Revenues
Charges for services $1,379,898 $1,149.262 § 284,055
Miscellaneous operating revenues 29,406 - -
Total Operating Revenues 1,409,304 1,149,262 284,055
Operating Expenses
Operations and maintenance 1,165,720 976,156 1,133,427
General and administrative 194,534 212,066 525,880
Distribution - 168,696 -
Depreciation 52,767 67,222 219,161
Total Operating Expenses 1,413,021 1,424,140 1,878,468
Operating income (loss) (3.717) (274.878) (1.594,413)
Non-Operating Revenues (Expenses)
Interest income 1,444 19,529 2,920
Interest expense (5,723) (3,590) -
Operating subsidies:
Federal - - 171,691
State - - 832,269
Local - - 83,894
Other income (expense) - 157.450 6,518
Total Non-Operating Revenues (Expenses) (4,279) 173,389 1,097,292
Income (Loss) Before Transfers (7,996) (101,489) (497,121)
Transfers In (Out) - - 3.526
Change in Net Assets (7,996) (101,489)  (493,595)
Net Assets, beginning of year 4,219,123 8,562,006 1,932,661
Net Assets, end of year $4211.,127 $8.460.517 $ 1.439.066
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City of Grand Haven

Non-Major Proprietary Funds
Combining Statement of Revenues, Expenses and
Changes in Fund Net Assets

L

Marina Airport Total
$ 259,274 $ 102,544 § 3,175,033
- - 29,406
259,274 102,544 3,204,439
177,543 59,374 3,512,220
- 43,347 975,827

- - 168,696

39,406 116,173 494,729
216,949 218,894 5,151,472
42,325 (116,350)  (1,947,033)
2,474 1,093 27,460

- (16,627) (25,940)

- 116,410 288,101

- 895 833,164

- - 83,894

1,393 1,494 166,855
3,867 103,265 1,373,534
46,192 (13,085) (573,499)

- (3,526) -

46,192 (16,611) (573,499)
1,252,680 3,148,199 19,114,669
$1,298,872  $3,131,588 $18,541,170
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Municipal
Sewage Municipal Harbor
June 30, 2004 Treatment Water Transit

Cash Flows From Operating Activities
Operating income (loss) $ (3,717) $  (274.878)$ (1,594,413)
Adjustments to reconcile operating income to
net cash provided by (used for) operations:

Depreciation 52,767 67,222 219,161
Miscellaneous income (expense) - 157,450 6,518
Changes in assets and liabilities:
Accounts receivable (68,866) 128,663 19,186
Due from other funds 43,994 681 271
Due from other governments - 616 85,241
Inventory - 323 572
Accounts payable (2,120) (66,868) (45,824)
Accrued liabilities 3,024 (29,739) 4,365
Due to other funds 6,310 (44,818) (11,444)
Due to other governmental units - - 4,818
Deferred revenue - - 54,763
Net Cash Provided by (Used for) Operating Activities 31,392 (61,348)  (1,256,786)
Cash Flows From Noncapital Financing Activities
Proceeds from operating grants and other - - 1,087,854
Transfer in from other funds - - 3,526

Net Cash Provided by Non-Capital Financing
Activities - - 1,091,380

Cash Flows From Capital and Related
Financing Activities

Principal payments on long-term debt (30,000) (7,110) -
Interest payments on long-term debt (5,723) (3,590) -
Purchase of capital assets (131,772) (243,671) -
Proceeds from sale of equipment - - 3,037
Net Cash Provided by (Used for) Capital and
Related Financing Activities (167,495) (254,371) 3,037
Cash Flows From Investing Activities
Interest received on investments 1,444 19,529 2,920
Net Increase (Decrease) in Cash (134,659) (296,190) (159,449)
Cash and Cash Equivalents, beginning of year 328,288 2,693,826 469,968
Cash and Cash Equivalents, end of year $ 193,629 $ 2397,636 $ 310,519
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City of Grand Haven, Michigan

Non-Major Proprietary Funds
Combining Statement of Cash Flows

Marina Airport Total

$ 42325 $§ (116,350)$ (1,947,033)

39,406 116,173 494,729
1,393 1,494 166,855
(14,146) 2,188 67,025
- 744 45,690
(17,643) 18,050 86,264
- 69 964
(946) (30,885)  (146,643)
(1,318) (163) (23.831)
3,785 383 (45,784)
- 12,029 16,847
- ; 54,763
52,856 3,732 (1,230,154)

- 117,305 1,205,159
- (3,526) -

- 113,779 1,205,159

- (25,600) (62,710)

- (16,627) (25.940)
(40,431) (95317)  (511,191)

- - 3,037

(40,431) (137.544)  (596,804)

2,474 1,093 27,460
14,899 (18,940)  (594,339)
404,984 238,979 4,136,045

$ 419,883 $ 220,039 § 3,541,706
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City of Grand Haven, Michigan

Internal Service Funds

Combining Balance Sheet

Motor Health
June 30, 2004 Pool Insurance Benefits Total
Assets
Current Assets
Cash and cash equivalents $1,163,988 $402,577 $105,208 $1,671,773
Accounts receivable - 2,526 114,426 116,952
Prepaid expenses - 87,416 - 87,416
Due from other governments 1,167 - - 1,167
Due from other funds 95,915 119,577 20,811 236,303
Inventory 10,167 - - 10,167
Total Current Assets 1,271,237 612,096 240,445 2,123,778
Equipment, net of accumulated
depreciation of $1,190,684 1,579,210 - - 1,579,210
Total Assets 2,850,447 612,096 240,445 3,702,988
Liabilities and Net Assets
Liabilities
Accounts payable 203,933 196 - 204,129
Accrued liabilities 13,388 - 86,751 100,139
Due to other funds 372 - - 372
Total Liabilities 217,693 196 86,751 304,640
Net Assets
Invested in capital assets, net of
related debt 1,579,210 - - 1,579,210
Unreserved 1,053,544 611,900 153,694 1,819,138
Net Assets $2,632,754 $611,900 $153,694 $3,398.348
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City of Grand Haven

Internal Service Funds

Combining Statement of Revenues, Expenses and
Changes in Fund Net Assets

Motor Health

Year ended June 30, 2004 Pool Insurance Benefits Total
Operating Revenues

Charges for services $ 711,097 $421,950 $2.259.416 $3.392,463
Operating Expenses

Wages and payroll benefits 110,872 - - 110,872

Operating supplies 122,136 - - 122,136

Insurance 31,787 381,775 1,908,414 2,321,976

Depreciation 232,891 - - 232,891

Professional services 24,051 - 86,048 110,099

Miscellaneous 1,930 - - 1,930
Total Operating Expenses 523,667 381,775 1,994,462 2,899,904
Operating income 187,430 40,175 264,954 492,559
Non-Operating Revenues (Expenses)

Interest income 4,719 2,039 134 6,892

Other income (expense) (36,823) - - (36,823)
Total Non-Operating Revenues

(Expenses) (32,104) 2,039 134 (29,931)
Net Income 155,326 42214 265,088 462,628
Net Assets, beginning of year 2,477,428 569,686 (111,394) 2,935,720
Net Assets, end of year $2,632,754 $611,900 $ 153,694  $3,398,348
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City of Grand Haven

Internal Service Funds
Combining Statement of Cash Flows

Motor Health
Year ended June 30, 2004 Pool Insurance Benefits Total

Cash Flows From Operating Activities
Operating income $ 187,430 $ 40,175 $ 264954 $ 492,559
Adjustments to reconcile operating
income to net cash provided by
(used for) operations:

Loss on sale of assets 50,547 - - 50,547

Other income (36,823) - - (36,823)

Depreciation 232,891 - - 232,891

Changes in assets and liabilities:
Accounts receivable - 9,055 (66,913) (57,858)
Prepaid expenses - (87,416) - (87,416)
Due from other governments 211 - - 211
Due from other funds 97,573 (14,984) (20,811) 61,778
Inventory 882 - - 882
Accounts payable 183,411 (12,248) (8,176) 162,987
Accrued liabilities 860 - 13,770 14,630
Due to other funds (26,174) - (142,920) (169,094)

Net Cash Provided by (Used for)
Operating Activities 690,808 (65,418) 39,904 665,294

Cash Flows From Capital and
Related Financing Activities

Purchase of fixed assets (202,033) - - (202,033)
Proceeds from sale of assets 13,950 - - 13,950
Net Cash Used for Capital and
Related Financing Activities (188,083) - - (188,083)
Cash Flows From Investing Activities
Interest income 4,719 2,039 134 6,892
Increase (Decrease) in Cash 507,444 (63,379) 40,038 484,103
Cash, beginning of year 656,544 465,956 65,170 1,187,670
Cash, end of year $1,163,988 $402,577 § 105,208 $1,671,773
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City of Grand Haven

Agency Funds
Combining Balance Sheet

e

Tax  Trust and

June 30, 2004 Payroll Collection Agency Total
Assets
Cash and cash equivalents $158,553 $139,314 $101,285 $399,152
Due from other governments 0,887 - - 9,887
Accounts receivable 17,310 - - 17,310
Due from other funds 1,770 - - 1,770
Total Assets $187,520 $139,314 $101,285 $428,119
Liabilities
Accounts payable $ 67,670 $ 9330 $ 4915 $ 81,915
Trust deposits - - 96,370 96,370
Due to other funds 119,850 - - 119,850
Due to other governments - 129.984 - 129,984
Total Liabilities $187,520 $139,314 $101,285 $428.119
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City of Grand Haven

Agency Funds
Combining Statement of Changes in Assets and Liabilities

Balance Balance
July 1, 2003 Increases Decreases June 30, 2004

Trust and Agency
Assets
Cash and cash equivalents $ 70,666 $ 126,024 $ 95,405 $101,285
Accounts receivable 575 6,570 7,145 -
$ 71,241 $ 132,594 $ 102,550 $101,285
Liabilities
Accounts payable $ 5,084 $ 12,474 $ 12,643 $ 4915
Trust deposits 66,157 75,064 44,851 96,370

$ 71241 $ 87,538 § 57,494 $101,285

Tax Collection

Assets
Cash and cash equivalents $168,535 $17,506,442 $17,535,663 $139,314
Liabilities
Accounts payable $ 9,151 $17,540,567 $17,540,388 $ 9,330
Due to other governments 134,721 156,171 160,908 129,984
Due to other funds 24,663 5,003,274 5,027,937 -

$168,535 §£22,700,012 $22,729,233 $139,314

This Statement Covers More Than One Page.

102




City of Grand Haven

Agency Funds
Combining Statement of Changes in Assets and Liabilities

Balance Balance
July 1, 2003 Increases Decreases June 30, 2004
Payroll
Assets
Cash and cash equivalents $298,142 $12,134,110 $12,273,699 $158,553
Due from other governments 15,058 50,275 55,446 9,887
Accounts receivable 10,322 212,617 205,629 17,310
Due from other funds 269 1,804 303 1,770
$323,791 $12,398,806 $12,535,077 $187,520
Liabilities
Accounts payable $ 51,740 $14,529,928 $14,513,998 $ 67,670
Due to other governments 30 - 30 -
Due to other funds 272,021 120,724 272,895 119,850
$323,791 $14,650,652 $14,786,923 $187,520
Totals - All Agency Funds
Assets
Cash and cash equivalents $537,343  $29,766,576  $29.904,767 $399,152
Due from other governments 15,058 50,275 55,446 9,887
Accounts receivable 10,897 219,187 212,774 17,310
Due from other funds 269 1,804 303 1,770
$563,567 $30,037,842 $30,173,290 $428.119
Liabilities
Accounts payable $ 65,986 $32,082,969 $32,067,040 $ 81,915
Trust deposits 66,157 75,064 44,851 96,370
Due to other governments 134,751 156,171 160,938 129,984
Due to other funds 296,673 5,123,998 5,300,821 119,850
$563.,567 $37,438,202 $37.573.650 $428,119
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BDO Seidman, LLP 99 Monroe Avenue NW, Suite 800
Accountants and Consultants Grand Rapids, Michigan 49503-2654
O Telephone: (616) 774-7000
z ]
Fax: (616) 776-3680

To the Honorable Mayor and City Council
City of Grand Haven, Michigan

During the course of our audit of the financial statements of the City of Grand Haven,
Michigan as of June 30, 2004 and for the year then ended, we observed the City’'s
significant accounting policies and procedures and certain administrative and financial
practices.

As a result of our observations, we have prepared for management’s review and evaluation,
the enclosed memorandum containing suggestions regarding internal control, financial and
administrative practices of the City of Grand Haven, Michigan.

Matters which related to internal accounting control were not of a magnitude that would
effect the presentation of the financial statements.

We appreciate the outstanding cooperation from management and the staff of the City of
Grand Haven, Michigan that our personnel received during the audit.

20 05@2,,4_) L Lr™

Grand Rapids, Michigan
October 6, 2004
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Memorandum of Recommendations
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City of Grand Haven, Micl igan

Memorandum of Recommend‘at‘io\rj’\s’w Lo

Fraud Prevention Policy

The American Institute of Certified Public Accountants (AICPA) recently issued Statement on
Auditing Standards No. 99, Consideration of Fraud in a Financial Statement Audit. This
statement requires the independent auditor to perform additional procedures that are intended to
reduce the risk that material fraud may go undetected. You should be aware that, while these
additional procedures may reduce the risk of material undetected fraud, they do not eliminate
risk. It is management’s responsibility to design and implement programs and controls to
prevent, deter and detect fraud. During our audit of the City of Grand Haven, Michigan (City),
we noted that there was no documented fraud prevention policy in place.

Recommendation

We recommend that management establish a written fraud prevention policy. We
also recommend that management review current policies and procedures to
determine where fraud risk may exist and establish appropriate controls so that
opportunities to commit fraud can be significantly reduced.

Management Response

A fraud prevention policy is currently being drafted, including a process for
reporting alleged fraudulent activity. A review of current fraud related policies
and procedures is ongoing annually, as well.

Information Technology - Policies and Procedures Manual

During our review of the information technology system, we noted that the City currently does
not have a formal information technology policy and procedures manual. In addition, there
currently is no acceptable use policy form that employees must sign. The lack of a written
policies and procedures manual may result in the City’s information technology resources being
used in an unacceptable manner.

Recommendation
We recommend that the City develop a written information technology policy and

procedures manual that outlines the acceptable use for the City’s information
technology system.




City of Grand Haven, Mic ﬁ_"ga

Memorandum of Recommehd;a‘ti;ns: f" ‘

Management Response

An information technology policies and procedures manual is being developed
and will be implemented by June 2005. Currently, “flash” screens upon computer
startup include the phrase “for official use only.”

Information Technology — Disaster Recovery Plan

During our review of the information technology system, we noted that the City currently does
not have a written disaster recovery plan. The lack of a written disaster recovery plan may result
in the City’s information technology resources being at risk in the event of a system crash.

Recommendation

We recommend that the City develop a written disaster recovery plan that outlines
the City’s plan for data recovery in the event of a system crash.

Management Response

A written plan is anticipated by June 2005. In the meantime, backup tapes are
stored in an office separate from the computer room. The most recent tapes are
taken off site overnight and over the weekend by the Finance Director.

The AS400 is backed up daily Monday thru Thursday (data) and Friday (data and
programming). The base operating system is backed up only when system
improvements are made.

The file server systems are backed up daily Monday thru Friday (data and
programming). The base operating systems are backed up only when system
Improvements are made.

Assuming a system failure, reinstatement of backups after installation of operating
systems will bring all data and programming to the backed up levels, minimizing
loss. (A similar backup plan in a different community allowed for complete
system restoration within 36 hours of system failure).




City of Grand Haven, Michigan

Memorandum of Recommeﬁdaﬁqns -

Hardware replacement upon disaster will be determined in the recovery plan.
Ideally the plan will describe the action path (with vendor information) toward
system rebuild in the event of catastrophic failure.

The Network Manager has provided the Finance Director (his supervisor) with
some systems support and administrative capacity in the Network Manager's
absence. The Finance Department is considering additional technology support
through additional staff or system administration firms.

Cash - Pooled Bank Account

During our year-end audit of the City’s records, we noted that the City has numerous bank
accounts in which cash balances are maintained. Each fund of the City has at least one bank
account that requires numerous cash transfers throughout the year and must be reconciled on a
monthly basis. The numerous cash transfers increase the potential that errors or misstatements
may occur and not be detected timely.

Recommendation

We recommend that the City consider utilizing a pooled bank account for the
City’s cash account. A pooled bank account would eliminate the need for
transfers between bank accounts and reduce the potential for errors and
misstatements. In addition, the City would be required to reconcile only one cash
account per month.

Management Response

A pooled cash account is scheduled for implementation in the fall of 2004. A
meeting with the bank and City audit staff was held September 24, 2004 to
consider what accounts may be pooled and benefits thereof. The New World
software system appears to provide enough information so that a pooled system
may be feasible once again. Finance staff will work with Treasury staff to
coordinate and confirm the appropriate process in coming months. Specific funds
will not be included in such pooling, notably the Northwest Ottawa Water Plant
Fund, the Grand Haven-Spring Lake Sewer Authority Fund, the Harbor Transit
Fund and the Ottawa County Central Dispatch Authority Fund, as these involve
non-City elements and administrative board preferences.




City of Grand Haven, MIC gan

Infrastructure Assets

The City has implemented the reporting requirements of Governmental Accounting Standards
Board Statement 34 (GASB 34) effective July 1, 2002. In accordance with GASB 34,
prospective reporting of general infrastructure assets of the City is required at the date of
implementation and retroactive reporting is encouraged but not required.

GASB 34 allows an additional four years for retroactive recording of general infrastructure
assets.  As allowed by GASB 34, the City has not retroactively reported all of its general
infrastructure assets in the financial statements as of June 30, 2004.

Recommendation

The City should develop a plan for insuring that the requirements of GASB 34
relating to the retroactive reporting of general infrastructure assets are met.

Management Response

The GASB 34 infrastructure assets project is proceeding with the installation of
integrated fixed asset software. This is an ongoing priority which will be met
within the next year, by June 30, 2005, one year in advance of the GASB 34
requirement.

Memorandum of Recommendations



